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FINANCIAL ANALYSIS AS AN AUDIT TOOL 
F i n a n c i a l a n a l y s i s i s the technique o f u s i n g f i n a n c i a l statement 
data, and the i n t e r r e l a t i o n s h i p s of t h a t data, t o determine the 
cu r r e n t f i n a n c i a l h e a l t h and t o p r e d i c t the f u t u r e f i n a n c i a l h e a l t h 
of an e n t e r p r i s e . F i n a n c i a l a n a l y s i s i s used by a l l c l a s s e s of 
persons who have an immediate i n t e r e s t i n the success o f the e n t e r ­
p r i s e : present owners, p o t e n t i a l owners, short-term c r e d i t o r s and 
long-term c r e d i t o r s . 
F i n a n c i a l a n a l y s i s i s u s e f u l t o a u d i t o r s f o r at l e a s t f i v e reasons: 
1. I t i s a b a s i c a n a l y t i c a l technique which can be used 
i n s u b s t a n t i v e t e s t i n g . A n a l y t i c a l t e s t s are g e n e r a l l y 
used to co r r o b o r a t e or challenge s p e c i f i c p r e l i m i n a r y 
a u d i t c o n c l u s i o n s d e r i v e d from systems reviews and 
d e t a i l e d s u b s t a n t i v e t e s t s . 
2. I t i s a means by which the a u d i t o r enhances and main­
t a i n s h i s understanding o f the c l i e n t ' s b u s i n e s s and 
i n d u s t r y . T h i s i s c o n s i s t e n t w i t h the bu s i n e s s 
approach t o a u d i t i n g . 
3. I t i s a means by which the a u d i t o r can look through 
form i n t o the substance of the f i n a n c i a l statements. 
I f f i n a n c i a l a n a l y s i s ( i . e . , o f the f i n a n c i a l s t a t e ­
ments) i n d i c a t e s the business i s h e a l t h y and growing, 
the a u d i t o r must cha l l e n g e whether h i s judgment and 
the evidence he has gathered support t h a t i n d i c a t i o n . 
4. I t i s a means by which the a u d i t o r can become aware 
t h a t an e x i s t i n g o r p o t e n t i a l c l i e n t should be 
c h a r a c t e r i z e d as a r i s k s i t u a t i o n and be t r e a t e d 
a c c o r d i n g l y . 
5. It i s a means by which the a u d i t o r can see h i s c l i e n t s 
(and t h e i r f i n a n c i a l statements) as o t h e r s see them. 
There i s c o n s i d e r a b l e i n f o r m a t i o n a v a i l a b l e on the a r t o f f i n a n c i a l 
a n a l y s i s . For example, th e r e are s e v e r a l r e f e r e n c e s i n the Firm's 
Model L i b r a r y r e g a r d i n g f i n a n c i a l statement a n a l y s i s , s e c u r i t y 
a n a l y s i s and investment a n a l y s i s . The purpose o f t h i s document 
i s to present s e v e r a l b a s i c f i n a n c i a l r a t i o s which are u s e f u l t o 
a u d i t o r s . 
T h i s document does not present a l i s t i n g o f a u d i t procedures t h a t 
might be employed i n response t o the r a t i o s and trends which might 
develop. T h i s i s a matter of a u d i t judgment, t o which t h i s type 
of i n f o r m a t i o n i s important i n p u t , and w i l l vary from c l i e n t t o 
c l i e n t based on a l l p e r t i n e n t f a c t s and circumstances. It i s 
c l e a r t h a t wherever f i n a n c i a l a n a l y s i s i s made, the engagement 
p a r t n e r o r manager should review the r a t i o s and trends i n c l u d e d , 
apply h i s business judgment to t h e i r meaning, and h i s a u d i t judg­
ment t o assure t h a t scope i s p r o p e r l y responsive. A u d i t o r s are 
encouraged t o develop t h e i r c a p a b i l i t i e s f u r t h e r by s t u d y i n g o t h e r 
a v a i l a b l e m a t e r i a l s . 
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BASIC FINANCIAL RATIOS 
Short-Term Debt-Paying A b i l i t y 
The f i r s t group of r a t i o s are those used to determine the Company's 
short-term debt-paying a b i l i t y . These i n c l u d e the c u r r e n t r a t i o , 
the quick r a t i o and the cash r a t i o . 
The c u r r e n t r a t i o i s the t o t a l of c u r r e n t a s s e t s d i v i d e d by c u r r e n t 
l i a b i l i t i e s . Current a s s e t s and c u r r e n t l i a b i l i t i e s are conven­
t i o n a l l y d e f i n e d f o r t h i s purpose ( i . e . , c u r r e n t assets i n c l u d e 
p r e p a i d expenses as w e l l as cash, accounts r e c e i v a b l e , and i n v e n t o r y ; 
c u r r e n t l i a b i l i t i e s i n c l u d e c u r r e n t p o r t i o n o f long-term debt and 
c u r r e n t d e f e r r e d taxes.) The c u r r e n t r a t i o i n d i c a t e s the amount of 
c u r r e n t assets w i t h which payments can be made r e l a t i v e t o the amount 
o f c u r r e n t l i a b i l i t i e s r e q u i r i n g payment. I t then f o l l o w s t h a t the 
h i g h e r the c u r r e n t r a t i o , the more capable the company i s of meeting 
i t s c u r r e n t o b l i g a t i o n s , and the lower the r i s k b e i n g taken by 
short-term c r e d i t o r s . 
However, t h i s i s a somewhat s i m p l i s t i c view, because c u r r e n t assets 
d i f f e r between companies and between peri o d s w i t h i n a company i n 
two s i g n i f i c a n t r e s p e c t s : v a l u a t i o n and l i q u i d i t y . Under present 
accounting r u l e s , c u r r e n t assets are recorded at the lower of c o s t 
o r net r e a l i z a b l e value. The most u s e f u l v a l u a t i o n f o r the purpose 
o f computing the c u r r e n t r a t i o would be net r e a l i z a b l e value only. 
In order t o approximate t h i s as c l o s e l y as p o s s i b l e from the data 
normally a v a i l a b l e on f i n a n c i a l statements, the f o l l o w i n g a d j u s t ­
ments should be made: 
1. Marketable s e c u r i t i e s should be valued at market value. 
2. I n v e n t o r i e s recorded at LIFO should be valued at FIFO. 
Net r e a l i z a b l e v a l u e , i f higher than c o s t , w i l l almost 
never be known; however, LIFO cost i s o f t e n a com­
p l e t e l y meaningless f i g u r e . 
I f the i n f o r m a t i o n needed t o make these adjustments i s not present, 
o b v i o u s l y book value must be used. I f the c u r r e n t r a t i o i s being 
computed f o r intercompany comparisons, i t i s important t h a t the 
same b a s i s be used f o r a l l companies. 
The problem of l i q u i d i t y l i e s i n the f a c t t h a t the major current 
a s s e t s -- accounts r e c e i v a b l e and i n v e n t o r i e s -- are not immediately 
c o n v e r t i b l e i n t o cash i n the normal course of b u s i n e s s . Therefore, 
even though c u r r e n t assets may cover c u r r e n t l i a b i l i t i e s , there may 
be an i n o r d i n a t e time l a g between the date an o b l i g a t i o n i s i n c u r r e d 
and i t s payment. For t h a t reason many a n a l y s t s p r e f e r to look at 
the quick r a t i o and the cash r a t i o i n a s s e s s i n g short-term paying 
a b i l i t y . 
2 
The quick r a t i o i s the sum of cash, marketable s e c u r i t i e s (at 
market), and net accounts r e c e i v a b l e , d i v i d e d by c u r r e n t l i a b i l i t i e s ; 
i . e . , the quick r a t i o e l i m i n a t e s i n v e n t o r i e s and other c u r r e n t 
a s s e t s . For t h i s reason, the quick r a t i o i s p a r t i c u l a r l y u s e f u l f o r 
companies whose i n v e n t o r y c o n s i s t s of o l d or unsaleable items or 
whose i n v e n t o r y c o n s i s t s of items t h a t by t h e i r nature have a very 
lengthy conversion p e r i o d . I t i s a l s o u s e f u l f o r comparing com­
panies w i t h d i f f e r e n t i n v e n t o r y bases (e.g., LIFO vs. FIFO). The 
quick r a t i o i s a l s o known as the a c i d t e s t r a t i o . 
When both i n v e n t o r i e s and r e c e i v a b l e s are o f questionable value, such 
as w i t h companies whose r e c e i v a b l e s are c o l l e c t e d on an i n s t a l l m e n t 
b a s i s , the cash r a t i o i s used. The cash r a t i o i s cash p l u s market­
able s e c u r i t i e s (at market), d i v i d e d by c u r r e n t l i a b i l i t i e s . 
Short-term L i q u i d i t y 
Another approach t o a p p r a i s i n g the l i q u i d i t y of c u r r e n t assets 
i s to compute and evaluate a s e r i e s of r a t i o s known as short-term 
l i q u i d i t y r a t i o s . These r a t i o s i n d i c a t e the l e n g t h of time i t takes 
to convert i n v e n t o r y i n t o r e c e i v a b l e s i n t o cash. They are : 
Average accounts r e c e i v a b l e turnover 
= Net s a l e s  
Average gross r e c e i v a b l e s 
Average days to c o l l e c t accounts r e c e i v a b l e 
=Average gross r e c e i v a b l e s 
Net sales/360 
Average i n v e n t o r y turnover 
= Cost of goods s o l d 
Average i n v e n t o r y 
Average days to s e l l 
= Average i n v e n t o r y 
Cost o f goods sold/360 
Average days to convert i n v e n t o r y to cash 
= Average days to s e l l + Average days to c o l l e c t 
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Most a u d i t o r s are f a m i l i a r with the two turnover r a t i o s presented. 
Trends i n the accounts receivable turnover r a t i o are f r e q u e n t l y 
used i n a s s e s s i n g the reasonableness of the allowance f o r d o u b t f u l 
accounts. Trends i n the inventory r a t i o a s s i s t the a u d i t o r i n 
i d e n t i f y i n g a p o t e n t i a l inventory obsolescence problem. 
The r e l i a b i l i t y of the inventory r a t i o s i s a f f e c t e d i n the same way 
as the c u r r e n t r a t i o by the use of LIFO i n determining i n v e n t o r y 
c o s t and should be adjusted accordingly i f r e q u i r e d i n f o r m a t i o n i s 
a v a i l a b l e . These r a t i o s are also affected by the company's choice 
of f i s c a l year. Since many companies use a n a t u r a l year which 
c o i n c i d e s w i t h the end of t h e i r business c y c l e , the average inven­
t o r y and average gross accounts receivable f i g u r e s , determined by 
d i v i d i n g the sum o f beginning and ending balances by two, w i l l 
p robably be low. This w i l l tend to make the company appear more 
l i q u i d than i t r e a l l y i s . 
The use of net s a l e s i n the receivables l i q u i d i t y r a t i o s can cause 
a problem where a s i g n i f i c a n t portion of s a l e s are cash s a l e s . T h i s 
w i l l be m i t i g a t e d where the proportions are f a i r l y constant among 
per i o d s o r companies where comparisons are being made. For i n t e r n a l 
a n a l y s i s , i t i s o f t e n p o s s i b l e to determine the amount o f cash s a l e s 
and reduce net s a l e s a c c o r d i n g l y . 
A b i l i t y to Meet Long-term Debt Obligations and p r e f e r r e d Dividends 
F i v e r a t i o s are concerned w i t h measuring the company's c r e d i t 
s t r e n g t h , c a p i t a l s t r u c t u r e and long-run solvency. The f i r s t o f 
these i s the debt t o e q u i t y r a t i o and i s determined by d i v i d i n g 
the sum o f c u r r e n t l i a b i l i t y , long-term l i a b i l i t i e s and the pre­
sent value o f n o n c a p i t a l i z e d financing leases by t o t a l stock­
h o l d e r s ' e q u i t y . 
The debt t o e q u i t y r a t i o recognizes that as s t o c k h o l d e r s ' e q u i t y 
r i s e s i n r e l a t i o n to c r e d i t o r s ' equity, the p r o t e c t i o n a f f o r d e d 
the c r e d i t o r s i n c r e a s e s , i . e . , the company i s capable o f p r o t e c t i n g 
the c r e d i t o r s by absorbing p o s s i b l e l o s s e s . Adding i n the present 
value of n o n c a p i t a l i z e d f i n a n c i n g leases recognizes t h a t o f f - b a l a n c e 
sheet f i n a n c i n g i s nonetheless a c l e a r l y e s t a b l i s h e d long-term 
o b l i g a t i o n . 
The t a n g i b l e net assets to e q u i t y r a t i o i n d i c a t e s the c u r r e n t q u a l i t y 
o f a company's e q u i t y by removing those assets whose r e a l i z a t i o n i s 
w h o l l y dependent upon f u t u r e operations. I t i s determined by d i v i d ­
i n g s t o c k h o l d e r s ' e q u i t y l e s s i n t a n g i b l e s by s t o c k h o l d e r s ' e q u i t y . 
When the r a t i o obtained i s a p p l i e d against the s t o c k h o l d e r s ' e q u i t y 
i n the debt to e q u i t y r a t i o , an even b e t t e r i n d i c a t i o n o f long-term 
debt-paying a b i l i t y i s obtained. 
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The next three r a t i o s are q u i t e s i m i l a r . They are : 
1. Times i n t e r e s t earned, equal to o p e r a t i n g income 
d i v i d e d by i n t e r e s t expense 
2. Times i n t e r e s t and lease payments earned, equal to o p e r a t i n g 
income p l u s lease payments d i v i d e d by i n t e r e s t expense p l u s 
lease payments. For t h i s purpose, lease payments are those 
r e l a t i n g to n o n c a p i t a l i z e d f i n a n c i n g l e a s e s . 
3. Times i n t e r e s t , lease payments, and p r e f e r r e d d i v i d e n d s 
earned, equal t o : 
Operating income + lease payments 
i n t e r e s t + lease payments + p r e f e r r e d d i v i d e n d s 
1 - t a x r a t e 
Long-term debt holders and l e s s o r s are concerned w i t h the company's 
a b i l i t y t o do two t h i n g s : make p e r i o d i c i n t e r e s t o r l e a s e payments 
and repay the p r i n c i p a l of long-term debt at m a t u r i t y . These a b i l i ­
t i e s are most g r e a t l y enhanced by earning power of a h i g h and s t a b l e 
nature, which allows the company to o b t a i n new debt, r e f i n a n c e o l d 
debt, pay o f f o l d debt, and generate cash f o r i n t e r e s t and l e a s e 
payments. Two prime examples of companies where t h i s i s of g r e a t 
concern are p u b l i c u t i l i t i e s and a i r l i n e s . The times i n t e r e s t earned 
and the times i n t e r e s t and l e a s e payments earned r a t i o s , p a r t i c u l a r l y 
when viewed over time, i n d i c a t e the s a f e t y o f i n t e r e s t payments and 
lease payments and the l e v e l and s t a b i l i t y o f earnings. 
S i m i l a r l y , p r e f e r r e d s t o c k h o l d e r s are concerned w i t h these same 
a b i l i t i e s , as they u l t i m a t e l y determine whether the company w i l l 
continue to pay p r e f e r r e d d i v i d e n d s . The times i n t e r e s t , l e a s e 
payments and p r e f e r r e d dividends earned r a t i o i n d i c a t e s t h i s by 
r e c o g n i z i n g the p r i o r i t y o f payments to long-term debt h o l d e r s . 
I t i s important i n computing these r a t i o s to c l e a r l y d e f i n e o p e r a t i n g 
income. Operating income i s equal t o : 
Income before taxes and e x t r a o r d i n a r y items 
+ nonoperating and n o n r e c u r r i n g expenses (e.g. i n t e r e s t ) 
- nonoperating and n o n r e c u r r i n g income 
Items o f a nonoperating and n o n r e c u r r i n g nature are not i n c l u d e d i n 
o p e r a t i n g income because o f t h e i r d i s t o r t i v e e f f e c t on trends and 
comparisons. 
I t i s a p p r o p r i a t e to note t h a t whereas the comparison of these l a s t 
three r a t i o s between p e r i o d s and among companies may show d i f f e r ­
ences, there i s some degree o f s a f e t y beyond which a d d i t i o n a l s a f e t y 
i s i r r e l e v a n t . In other words, i t i s not an a p p r o p r i a t e o b s e r v a t i o n 
t h a t Company A, who earns 60 times i n t e r e s t , lease payments and p r e ­
f e r r e d d i v i d e n d s , represents a s u b s t a n t i a l l y s a f e r investment than 
Company B, who earns 40 times i n t e r e s t , l e a s e payments and p r e f e r r e d 
d i v i d e n d s . 
5 
O p e r a t i n g and Performance R a t i o s 
A l l c r e d i t o r s and i n v e s t o r s are i n t e r e s t e d i n the r e s u l t s of opera­
t i o n s o f a business e n t e r p r i s e . I t i s not s u r p r i s i n g , t h e r e f o r e , 
t h a t a number o f o p e r a t i n g and performance r a t i o s are i n use. The 
foremost o f these i s earnings per share. T h i s i s w i d e l y used s i n c e 
i t i s an i n t e g r a l p a r t of the b a s i c f i n a n c i a l statements; accountants 
and a u d i t o r s are thoroughly versed i n i t s d e t e r m i n a t i o n . Unfortun­
a t e l y , because o f the a l l i n c l u s i v e income statement concept, earn­
i n g s per share i s sometimes m i s l e a d i n g as a long-term i n d i c a t o r . 
Most o f the other o p e r a t i n g and performance r a t i o s used a v o i d t h i s 
problem by e x c l u d i n g e x t r a o r d i n a r y and n o n r e c u r r i n g items. Even so, 
a l l o f these r a t i o s are a f f e c t e d i n intercompany comparisons by 
d i f f e r e n c e s such as i n v e n t o r y methods, d e p r e c i a t i o n methods, a m o r t i ­
z a t i o n or nonamortization o f g o o d w i l l , c a p i t a l i z a t i o n o f research and 
development costs and o f f - b a l a n c e sheet f i n a n c i n g . 
The f i r s t o p e r a t i o n r a t i o i s the e f f i c i e n c y r a t i o ( a l s o known as the 
turnover r a t i o ) . T h i s r a t i o i n d i c a t e s the r e l a t i v e volume o f business 
generated from the company's asset base, by d i v i d i n g net s a l e s by 
t a n g i b l e o p e r a t i n g a s s e t s . For t h i s purpose, o p e r a t i n g a s s e t s i s 
determined by removing i n t a n g i b l e s and long-term investments which do 
not generate s a l e s from t o t a l a s s e t s , and by adding the present value 
o f n o n c a p i t a l i z e d f i n a n c i n g l e a s e s . 
Since volume alone does not generate earnings, the e f f i c i e n c y r a t i o 
should be evaluated i n c o n j u n c t i o n w i t h p r o f i t a b i l i t y i n d i c a t o r s such 
as the p r o f i t margin, p r o f i t a b i l i t y , and r e t u r n on t o t a l asset r a t i o s . 
The p r o f i t margin r a t i o i s determined by d i v i d i n g o p e r a t i n g income by 
net s a l e s . I t s primary use i s t o show the e f f e c t on p r o f i t of changes 
i n p r i c e s o r volume. 
The p r o f i t a b i l i t y r a t i o i s o p e r a t i n g income d i v i d e d by t a n g i b l e 
o p e r a t i n g a s s e t s and i n d i c a t e s the r a t e of r e t u r n o b t a i n e d on 
o p e r a t i n g a s s e t s . There i s a c l e a r mathematical r e l a t i o n s h i p b e t ­
ween the three r a t i o s j u s t d e s c r i b e d : the p r o f i t a b i l i t y r a t i o equals 
the e f f i c i e n c y r a t i o times the p r o f i t margin r a t i o . 
A broadened view o f the company's a b i l i t y t o generate income from 
a s s e t s i s obtained w i t h the r e t u r n on t o t a l a s s e t s r a t i o , determined 
by d i v i d i n g income be f o r e i n t e r e s t ( i n c l u d i n g the i n t e r e s t p o r t i o n o f 
payments) and before taxes (and e x c l u d i n g n o n r e c u r r i n g and e x t r a ­
o r d i n a r y items) by the sum of t o t a l a ssets and the present value 
of n o n c a p i t a l i z e d f i n a n c i n g l e a s e s . 
These r a t i o s are d i r e c t e d toward a p p r a i s i n g management's performance 
i n g e n e r a t i n g p r o f i t a b l e o p e r a t i o n s . I t i s a l s o d e s i r a b l e to e v a l ­
uate t h e i r performance i n o p t i m i z i n g c a p i t a l s t r u c t u r e . T h i s i s 
done by computing the company's r e t u r n (before taxes) on common 
e q u i t y and a n a l y z i n g the p o r t i o n o f t h a t r e t u r n generated from the 
v a r i o u s sources of c a p i t a l used by the company. T h i s l a t t e r 
a n a l y s i s i s r e f e r r e d t o as a leverage or advantage a n a l y s i s , and i s 
f a c i l i t a t e d by u s i n g r e t u r n b e f o r e taxes, r a t h e r than a f t e r t axes, 
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as w i l l be demonstrated. As w i t h a l l o f the ot h e r r a t i o s d i s c u s s e d , 
n o n r e c u r r i n g and e x t r a o r d i n a r y items are excluded so as not to d i s ­
t o r t trends and comparisons. 
Return (before taxes) on common e q u i t y i s determined by the formula: 
P r e f e r r e d dividends 
Income before taxes - 1 - Tax r a t e 
Common e q u i t y 
There are s i x p o s s i b l e sources o f c a p i t a l : short-term c r e d i t o r s , 
bondholders, l e s s o r s , other long-term sources such as d e f e r r e d 
taxes, p r e f e r r e d s t o c k h o l d e r s , and common s t o c k h o l d e r s . The sum o f 
the c a p i t a l from these sources, at any p o i n t i n time, i s t o t a l 
l i a b i l i t i e s , c a p i t a l and the present value of n o n c a p i t a l i z e d f i n a n c ­
i n g l e a s e s ; t h i s being equal t o t o t a l a s s e t s p l u s the present value 
o f n o n c a p i t a l i z e d f i n a n c i n g l e a s e s . Therefore, the b a s i c r e t u r n on these 
sources i n t o t a l i s equal t o r e t u r n on t o t a l a s s e t s , d i s c u s s e d above. 
The p o r t i o n o f t h a t t o t a l r e t u r n , expressed i n d o l l a r s , can be a l l o ­
c a t e d between the s i x sources i n p r o p o r t i o n to t h e i r balance sheet 
amounts. The leverage o b t a i n e d from each i n d i v i d u a l source can then 
be determined by r e l a t i n g each amount to common e q u i t y . Common 
e q u i t y i s d e f i n e d as t h a t p o r t i o n o f the v a r i o u s c a p i t a l accounts 
( i . e . , c a p i t a l stock, p a i d - i n c a p i t a l and r e t a i n e d e a r n i n g s ) , i n the 
aggregate, p e r t a i n i n g to common share h o l d e r s . The p o r t i o n s per­
t a i n i n g to others having an e q u i t y i n t e r e s t , such as p r e f e r r e d s t o c k ­
h o l d e r s , would not be i n c l u d e d . 




DECEMBER 31, 19XX 
T o t a l assets $10,000,000 
Current l i a b i l i t i e s $ 1,200,000 
Long-term debt 2,000,000 
Deferred taxes 500,000 
P r e f e r r e d stock 1,000,000 




YEAR ENDED DECEMBER 31, 19XX 
Net s a l e s $20,000,000 
Cost o f s a l e s and o p e r a t i n g expenses 18,000,000 
OPERATING INCOME 1,800,000 
I n t e r e s t expense 200,000 
INCOME BEFORE TAXES 1,600,000 
F e d e r a l and s t a t e taxes on income 800,000 
NET EARNINGS $ 800,000 
A d d i t i o n a l i n f o r m a t i o n : 
1. P r e f e r r e d d i v i d e n d s d u r i n g 19XX were $50,000. 
2. I n t e r e s t expense i n c l u d e s $20,000 from c u r r e n t l i a b i l i t i e s . 
3. The present value of n o n c a p i t a l i z e d f i n a n c i n g l e a s e s at 
year-end i s $500,000. Lease payments d u r i n g the year 
were $50,000, and i n c l u d e an i n t e r e s t element o f 
$10,000, which i s c l a s s i f i e d as p a r t of rent expense. 
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Total return on common equity before taxes 
preferred dividends 
Income before taxes - 1 - Tax rate 
Common equity 
50,000 
= 1,600,000 - 1 - .50 
5,300,000 
= 28.3% 
Return on t o t a l a s s e t s 
=Income before i n t e r e s t and taxes  
T o t a l a s s e t s + P.V. o f n o n c a p i t a l i z e d f i n a n c i n g l e a s e s 
1,800,000 + 10,000 
10,000,000 + 500,000 
= 17.24% 
Advantage (leverage) t o common s t o c k h o l d e r s from o t h e r sources 
o f c a p i t a l : 
a. Short-term c r e d i t o r s 
1. A l l o c a t i o n o f r e t u r n on t o t a l a s s e t s 
= RTA X c u r r e n t l i a b i l i t i e s 
= .1724 X 1,200,000 
= 206,857 
2. Computation o f leverage 
= Net g a i n from source ÷ common e q u i t y 
= (206,857 - 20,000) ÷ 5,300,000 
= 3.53% 
b. Bondholders 
1. A l l o c a t i o n o f r e t u r n on t o t a l a s s e t s 
= RTA X long-term debt 
= .1724 X 2,000,000 
= 344,762 
2. Computation o f leverage 
= Net g a i n from source ÷ common e q u i t y 
= (344,762 - 180,000) ÷ 5,300,000 
= 3.11% 
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c . L e s s o r s 
1. A l l o c a t i o n o f r e t u r n on t o t a l a ssets 
= RTA X P.V. o f n o n c a p i t a l i z e d f i n a n c i n g l e a s e s 
= .1724 X 500,000 
= 86,190 
2. Computation o f leverage 
= Net g a i n from source ÷ common e q u i t y 
= (86,190 - 10,000) ÷ 5,300,000 
= 1.44% 
d. Other long-term l i a b i l i t i e s 
1. A l l o c a t i o n of r e t u r n on t o t a l a s s e t s 
= RTA X d e f e r r e d taxes 
= .1724 X 500,000 
= 86,190 
2. Computation of leverage 
= Net g a i n from source ÷ common e q u i t y 
= (86,190) ÷ 5,300,000 
= 1.63% 
e. P r e f e r r e d s t o c k h o l d e r s 
1. A l l o c a t i o n o f r e t u r n on t o t a l a s s e t s 
= RTA X p r e f e r r e d stock 
= .1724 X 1,000,000 
= 172,400 
2. Computation of leverage 
= Net g a i n from source ÷ common e q u i t y 
Therefore, the f i n a l r a t e o f r e t u r n (before taxes) to common 
st o c k h o l d e r s i s : 
17.24% + (3.53 + 3.11 + 1.44 + 1.63 + 1.37) 
= 28.3 2%, 






1 - .50 ) ÷ 5,300,000 
An a d d i t i o n a l measure of w e l l b e i n g f o r common s t o c k h o l d e r s i s book  
value per common share, determined by d i v i d i n g common e q u i t y by 
common shares. In t h i s computation, i t may be d e s i r a b l e to add to 
e q u i t y u n r e a l i z e d gains on marketable s e c u r i t i e s . However, as w i t h 
most o t h e r r a t i o s , trends and comparisons are g e n e r a l l y the s u b j e c t 
of focus and are meaningful i f r a t i o s are c o n s i s t e n t . 
Long-Term and Short-Term L i q u i d i t y Trend R a t i o s 
The f i n a l r a t i o s to be d i s c u s s e d are somewhat unusual and l i t t l e 
used; however, t h i s i s due to t h e i r recent development, not i n ­
a p p l i c a b i l i t y . These r a t i o s are c a l l e d the long-term l i q u i d i t y 
t r e n d and the short-term l i q u i d i t y t r e n d r a t i o s , and are used t o 
i n d i c a t e whether a company may have l i q u i d i t y problems w i t h i n the 
ensuing f i v e years. A n a l y t i c a l methods have a t t r a c t e d some p u b l i c i ­
t y r e c e n t l y due t o the s p e c t a c u l a r i n c r e a s e i n b a n k r u p t c i e s , and i n 
p a r t i c u l a r the two r a t i o s d e s c r i b e d below were d i s c u s s e d i n an 
a r t i c l e "How to F i g u r e Who's Going Bankrupt" p u b l i s h e d i n Dun's  
Review, October 1975. A copy of t h i s a r t i c l e i s i n c l u d e d in 
Appendix C. 
The development o f these r a t i o s stems from the f a c t t h a t o t h e r 
w i d e l y used r a t i o s d e p i c t i n g f i n a n c i a l h e a l t h , such as the c u r r e n t 
r a t i o and the debt to e q u i t y r a t i o , are o n l y e f f e c t i v e as very 
short-range p r e d i c t o r s o f i l l i q u i d i t y . 1 T h i s i s because they do not 
r e f l e c t trends i n the d e p l e t i o n o f non-current a s s e t s and the i n ­
currence o f long-term o b l i g a t i o n s t o f i n a n c e c u r r e n t o p e r a t i o n s . 
The long-term l i q u i d i t y t r e n d r a t i o measures t h i s t r e n d u s i n g a 
mathematical technique known as the gambler's r u i n p r e d i c t i o n . 
Simply put, a mathematical model i s used t o determine the nature 
o f y e a r - t o - y e a r change i n the l i q u i d i t y o f a company du r i n g the 
years preceding the e v a l u a t i o n date. From t h i s i t determines the 
p r o b a b i l i t y t h a t f u t u r e negative trends c o u l d occur at a magnitude 
s u f f i c i e n t to absorb the net a s s e t s o f the company, t h i s making i t 
i l l i q u i d . 2 
1See Beaver, W. H. "Financial Ratios as Predictors of Failure"; 
Empirical Research in Accounting: Selected Studies 1966; 
Supplement to the Journal of Accounting Research, Vol. 4  
(1966). 
2 
See Wilcox, J. W. "A Gambler's Ruin Prediction of Business 
Failure Using Accounting Data"; Sloan Management Review, 
Spring 1971 
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The long-term l i q u i d i t y t r e n d r a t i o i s expressed as a decimal f r a c ­
t i o n . I f there i s very l i t t l e i n d i c a t i o n t h a t the company c o u l d 
become i l l i q u i d w i t h i n the ensuing f i v e y e a r s , the r a t i o w i l l be 
c l o s e t o zero. I f there i s a s e r i o u s i n d i c a t i o n , the r a t i o w i l l be 
c l o s e to one. Where there has been a negative change i n l i q u i d i t y 
over the e n t i r e p e r i o d b e i n g considered (e.g., ten years) the r a t i o 
w i l l be one. There are no e s t a b l i s h e d standards a v a i l a b l e f o r the 
value o f the long-term l i q u i d i t y t r e n d r a t i o . Therefore, f o u r 
examples are appended to g i v e the reader an i d e a o f p o s s i b l e r e s u l t s . 
In producing the long-term l i q u i d i t y t r e n d r a t i o , the model used 
makes v a r i o u s assumptions which should be known to the user. F i r s t , 
t here i s the s e l e c t i o n o f the number o f years' data to develop the 
t r e n d . Wilcox b e l i e v e s the optimum number would appear to be n i n e , 
as t h i s c o i n c i d e s w i t h the average major business c y c l e . However, 
the model might a l s o be u s e f u l w i t h as few as f i v e y e a r s , s i n c e 
t h i s p e r i o d probably covers a v a r i e t y o f c o n d i t i o n s w i t h i n the 
environment of most business e n t e r p r i s e s . 
Since the model deals w i t h l i q u i d i t y , assumptions must be made regard­
i n g the l i q u i d a t i o n value of the v a r i o u s a s s e t s . These must be 
a r b i t r a r y by nature. In working w i t h the model the f i r m has used 
the assumption t h a t c u r r e n t a s s e t s o t h e r than cash and marketable 
s e c u r i t i e s w i l l be d e f l a t e d t o 70% of t h e i r recorded value, and net 
t a n g i b l e long-term a s s e t s to 50% o f t h e i r recorded v a l u e , upon 
l i q u i d a t i o n . 
The short-term l i q u i d i t y t r e n d r a t i o uses the technique of d i s c r i ­
minant a n a l y s i s w i t h f i v e key r a t i o s : 
Working c a p i t a l / t o t a l a s s e t s 
Retained e a r n i n g s / t o t a l a s s e t s 
Earnings before i n t e r e s t and t a x e s / t o t a l a s s e t s 
Market value equity/book value of t o t a l debt 
S a l e s / t o t a l a s s e t s 
These r a t i o s , computed as o f the a u d i t date, are mathematically 
combined to produce a "score" v a l u e . The score value can then be 
compared to a set of standard score values which have been 
e m p i r i c a l l y developed as i n d i c a t o r s of short-term (one to two 
years) bankruptcy p r e d i c t o r s . 3 
3 
For a more detailed discussion, see Altman, Edward I. and 
McGough, Thomas P. "Evaluation of a Company as a Going 
Concern"; Journal Accountancy, December 1974, pp. 50-57; 
and Altman, Edward I., "Corporate Bankruptcy Prediction 
and Its Implications for Commercial Loan Evaluation"; 
The Journal of Commercial Bank Lending, December 1970, 
pp. 8-22. 
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The s c o r i n g standards considered a p p r o p r i a t e f o r i n t e r p r e t a t i o n of 
the short-term l i q u i d i t y t r e n d r a t i o a re: 
Score range P r o b a b i l i t y of short-term i l l i q u i d i t y 
1.80 o r below 
1.81 to 2.675 
2.676 to 2.99 
3.0 or above 
Very h i g h 
High 
P o s s i b l e 
U n l i k e l y 
Although the long-term and short-term l i q u i d i t y t r e n d r a t i o s are 
p r e d i c t i v e t o o l s , they are based s o l e l y on h i s t o r i c a l data; t h i s 
represents an obvious l i m i t a t i o n . Thus, t h e i r primary use i s to 
a i d i n d i s c r i m i n a t i n g between l o w - r i s k and h i g h - r i s k s i t u a t i o n s , 
and t h e i r primary b e n e f i t to a u d i t o r s i s to serve as a warning to 
co n s i d e r whether there are negative trends i n earnings which a f f e c t 
the going concern assumptions or the c a p i t a l expenditure and 
d i v i d e n d p o l i c i e s of the company i n f u t u r e y e a r s . The causes 
u n d e r l y i n g these r a t i o s should always be analyzed anytime the 
long-term r a t i o i s g r e a t e r than zero and/or the short-term r a t i o 
i s l e s s than 3.0. 
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INDUSTRY COMPARISONS 
There i s almost an endless number of f i n a n c i a l r a t i o s t h a t c o u l d 
be determined. Research and experience have shown, however, t h a t 
only a l i m i t e d number are r e q u i r e d t o o b t a i n most of the value of 
f i n a n c i a l a n a l y s i s — t h i s idea i s the b a s i s f o r the r a t i o s used 
i n FINALY. F u r t h e r , r a t i o s are only u s e f u l when comparisons are 
made, e i t h e r to p r i o r p e r i o d s t o r e f l e c t trends or between other 
companies i n the same i n d u s t r y . For t h i s l a t t e r purpose, a primary 
source of data i s the annual p u b l i c a t i o n of Key Business R a t i o s by 
Dun & B r a d s t r e e t , Inc., contained i n the T o p i c a l Index System i n 
f i l e FIN-7000. Dun & B r a d s t r e e t present f o u r t e e n separate r a t i o s 
f o r a number of i n d u s t r y groups showing h i g h , medium and low f i g u r e s . 
FINALY does not determine a l l of these r a t i o s f o r t r e n d purposes, 
but i t w i l l compute them for the latest year f o r comparison w i t h 
the D&B data. These r a t i o s are d i s c u s s e d i n the D&B booklet i n 
d e t a i l ; they are summarized as f o l l o w s : 
FINALY 
Ra t i o A b b r e v i a t i o n 
Current assets to c u r r e n t debt CA/CD 
Net p r o f i t s on net s a l e s NP/NS 
Net p r o f i t s on t a n g i b l e net worth NP/TNW 
Net p r o f i t s on net working c a p i t a l NP/NWC 
Net s a l e s to t a n g i b l e net worth NS/TNW 
Net s a l e s to net working c a p i t a l NS/NWC 
C o l l e c t i o n p e r i o d CP 
Net s a l e s to in v e n t o r y NS/I 
Fi x e d assets to t a n g i b l e net worth FA/TNW 
Current debt t o t a n g i b l e net worth CD/TNW 
T o t a l debt to t a n g i b l e net worth TD/TNW 
Inventory to net working c a p i t a l I/NWC 
Current debt t o in v e n t o r y CD/I 
Funded debts to net working c a p i t a l FD/NWC 
Information f o r i n d u s t r y comparisons i s a v a i l a b l e from many other 
sources. Management o f t e n f o l l o w the p r a c t i c e of r e g u l a r l y o b t a i n ­
i n g annual r e p o r t s of competitors and i n d u s t r y l e a d e r s f o r the pur­
pose of r a t i o comparison. Trade a s s o c i a t i o n s and s e c u r i t i e s a n a l y s t s 
p u b l i s h e x t e n s i v e i n d u s t r y r e p o r t s g i v i n g data on s p e c i f i c companies 
and the i n d u s t r y as a whole. F i n a n c i a l j o u r n a l s , such as Barron's, 




COMPANY A 1 
- F i n a n c i a l statements 
- F i n a n c i a l a n a l y s i s i n t r e n d format 
- Comments on a n a l y s i s 
COMPANY B 
- F i n a n c i a l statements 
- F i n a n c i a l a n a l y s i s i n t r e n d format 
- Comments on a n a l y s i s 
COMPANY C 
- F i n a n c i a l statements 
- F i n a n c i a l a n a l y s i s i n trend format 
- Comments on a n a l y s i s 
COMPANY D 
- F i n a n c i a l statements 
- F i n a n c i a l a n a l y s i s i n t r e n d format 
- Comments on a n a l y s i s 
1Examples of the inp u t worksheet and a l t e r n a t i v e v i s u a l 
d i s p l a y format f o r Company A f i n a n c i a l statements 
are g i v e n i n the f o l l o w i n g s e c t i o n on computer time-






































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































NAME OF COMPANY AND FISCAL YEAR 
? COMPANY-A, 1974 
NAME OF DATA FILE CONTAINING INPUT DATA 
? CMPNVA.BAS 
HOW MANY YEARS DATA ARE INCLUDED (MAXIMUM 20 ) 
? 10. 
1 2 3 1965 1 2 3 1966 1 2 3 1967 1 2 3 1968 1 2 3 
1969 1 2 3 1970 1 2 3 1971 1 2 3 1972 1 2 3 1973 1 
3 1974 
IS CURRENT YEARS'S INPUT FOR FULL YEAR-Y OR N 
VISUAL DISPLAY FORM DESIRED-Y OR N 
? N 
IS SHORT-TERM LIQUIDITY TREND RATIO DESIRED - V OR N 
? Y 
ENTER TOTAL MARKET VALUE OF EQUITY 
? 8.9 
VALUATION RATIOS 
CURRENT QUICK CASH 
YEAR RATIO RATIO RATIO 
1 965 4.50 2.80 1.20 
1 966 3.93 2. 40 0.95 
1967 1.65 0.87 0.20 
1968 1.62 0.91 0.40 
1 969 2.17 1.35 0.80 
1970 3.05 1.68 0.91 
1971 2.86 1.41 0.68 
1972 4.92 2.42 1.26 
1 973 4.32 2.52 1.46 
1974 3.46 1.87 0.98 
- - - - ROPT- TERM LIQUIDITY RATIOS 
ACTS REC DAYS TO INVTRY DAYS TO DAYS TO 
YEAR TURNOVER COLLECT TURNOVER SELL INV CONVERT 
1966 12.94 27.82 10.25 35.12 62.94 
1967 13.14 27.39 10.11 35.59 62.98 
1968 14.08 25.57 8.07 44.61 70.17 
1969 12.64 28.48 6.57 54.80 83.28 
1970 14.98 24.03 7.64 47.14 71.18 1971 12.20 29.50 5.61 64.19 93.69 1972 10.87 33.12 4.63 77.69 110.81 1973 12.23 29.43 5.43 66.32 95.75 1974 12.80 23.13 6.39 56.31 84.44 
NOTE THAT THESE RATIOS ARE NOT AVAILABLE FOR 1965 
BECAUSE BEGINNING YEAR BALANCES ARE NOT INCLUDED IN INPUT 
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LONG-TERM LIQUIDITY RATIOS 
DEBT TO TNA TO TIMES TIMES INTS: TIMES INT 
EQUITY EQUITY INTEREST LEASE PMTS LP&PFD DIV 
YEAR RATIO RATIO EARNED EARNED EARNED 
1965 0.71 1.00 12.11 12.11 12.11 
1966 0.57 1.00 5.33 5.33 5.33 
1967 0.42 1.00 25.20 25.20 8.40 
1968 0.37 1.00 89.67 89.67 20.69 
1969 0.29 1.00 0.00 0.00 20.80 
1970 0.22 1.00 0.00 0.00 19.60 
1971 0.34 1.00 0.00 20.78 9.84 
1972 0.30 4.00 26.00 7.25 4.46 
1973 0.33 1.00 26.20 8.88 5.46 
1974 0.36 1.00 33.40 11.80 7.08 
OPERATING AND PERFORMANCE RATIOS 
EFFNCY PROFIT PFBLTY BOOK 
YEAR RATIO MARGIN RATIO RTA VALUE 
1965 2.17 0.11 0.24 0.24 2.70 
1966 2.49 0.03 0.07 0.07 2.81 
1967 1.89 0.11 0.21 0.21 3.27 
1968 1.89 0.19 0.37 0.37 4.14 
1969 1.69 0.16 0.26 0.26 4.90 
1970 2.07 0.11 0.23 0.23 5.34 
1971 1.78 0.10 0.18 0.18 5.96 
1972 1.71 0.06 0.10 0.11 6.01 
1 9 7 3 1.79 0.07 0.12 0.12 6.16 
1974 1.96 0.07 0.14 0.14 6.71 
***********************************^ ^ 
THE LONG-TERM LIQUIDITY TREND RATIO AS OF THE END OF 1974 IS 
0.00000000 




-RETURN ON COMMON EQUITY-
LEVERAGE RECEIVED FROM 
YEAR 
RETURN 
BEF TAX S-T DEBT 
FINAN 
LEASES L-T DEBT OTHR LIA PFD STK 
1965 0.37 0.04 0.00 0.09 0.00 0.00 
1966 0.09 0.01 0.00 0.01 0.00 0.00 
1967 0.34 0.08 0.00 0.02 0.00 0.03 
1968 0.59 0.16 0.00 0.00 0.00 0.06 
1969 0.39 0.09 0.00 0.00 0.00 0.03 
1970 0.32 0.06 0.00 0.00 0.00 0.02 
1971 0 . 2 6 0.06 0.01 0.00 0.00 0.01 
1972 0.13 0.02 0.00 0.00 0.00 0.00 
1973 0.16 0.02 0.00 0.01 0.00 0.00 
1974 0.19 0.03 0.00 0.01 0.00 0.00 
COMPANY A - COMMENTS 
Short-term Debt Paying A b i l i t y 
- The company has adequate c u r r e n t a s s e t s , although down from 
the previous two year s . 
- Receivables and i n v e n t o r y l i q u i d i t y has improved. 
Long-term Debt and P r e f e r r e d D i v i d e n d Paying A b i l i t y 
- Adequate 
Operating Trends 
- Stabl e performance w i t h some improvement dur i n g l a s t three 
y e a r s . Return maintained on inc r e a s e d a s s e t base. 
- Return t o common st o c k h o l d e r s s t a b l e w i t h some improvement. 
P o s i t i v e leverage maintained from o u t s i d e sources o f 
c a p i t a l . 
L i q u i d i t y Trend R a t i o s 































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































NAME OF COMPANY AND F I S C A L Y E A R 
? C O M P A N Y - B , 1 9 7 4 
NAME OF DATA F I L E C O N T A I N I N G I N P U T DATA 
? C M P N Y B . B A S 
HOW MANY Y E A R S DATA A R E I N C L U D E D (MAXIMUM 2 0 ) 
? 10 
VALUATION RATIOS 
CURRENT Q U I C K C A S H 
Y E A R R A T I O R A T I O R A T I O 
1965 2.62 1.88 0.85 
1966 2.32 1.58 0.75 
1967 2.00 1.22 0.45 
1968 1.92 1.22 0.66 
1969 2.02 1.15 0.40 
1970 1.91 1.06 0.28 
1971 2.50 1.50 0.30 
1972 2.24 1.15 0.26 
1973 2.29 1.27 0.31 
1974 2.07 1.16 0.31 
-SHORT-TERM LIQUIDITY 
RATIOS A C T S P E C D A Y S TO INVTRY D YS TO DAYS TO 
Y E A R TURNOVER C O L L E C T TURNOVER S E L L INV CONVERT 
1966 5.97 60.27 5.31 67.84 128.11 
1967 5.86 61.45 4.79 75.15 136.60 
1968 6.15 58.57 4.74 75.98 134.55 
1969 6.21 57.96 4 . 4 6 80.75 138.71 
1970 6.38 56.42 5.01 71.90 128.32 
1971 5.91 60.90 5.35 67.33 128. 23 
1972 5.24 68.72 4.23 85.11 153.83 
1973 5.08 61.19 4.52 79.65 140.84 
1974 6.01 59.86 4.91 73.37 133.23 
NOTE THAT T H E S E R A T I O S A R E NOT A V A I L A B L E FOR 1965 
B E C A U S E B E G I N N I N G Y E A R B A L A N C E S ARE NOT I N C L U D E D I N INPUT 
21 
1 2 3 1 9 6 5 1 2 3 1966 1 2 3 1967 1 2 3 1968 1 2 3 
1 9 6 9 1 2 3 1970 1 2 3 1971 1 2 3 1972 1 2 3 1973 
3 1 9 7 4 
IS CURRENT Y E A R S ' S I N P U T FOR F U L L Y E A R - Y OR N 
? Y 
V I S U A L D I S P L A Y FORM D E S I R E D - Y OR N 
? N 
IS S H O R T - T E R M L I Q U I D I T Y TREND R A T I O D E S I R E D - Y OR N 
? Y 
ENTER T O T A L MARKET V A L U E OF E Q U I T Y 
? 9 0 0 0 0 
--LONG-TERM LIQUIDITY RATIOS 
DEBT TO TNA TO TIMES TIMES INTS: TIMES INT 
EQUITY EQUITY INTEREST LEASE PMTS LP&PFD DIV 
YEAR RATIO RATIO EARNED EARNED EARNED 
1965 0.67 0.99 8.96 8.96 3.17 
1966 0.69 0.99 9.77 9.77 3.36 
1967 0.73 0.99 7.78 7.78 2.83 
1968 0.72 0.96 6.42 6.42 2.46 
1969 0.72 0.96 5.63 5.63 2.21 
1970 0.78 0.96 5.17 5 . 1 7 2.36 
1971 0.82 0.96 5.40 5.40 2.60 
1 972 0.88 0.96 3.78 3.78 1.94 
1973 0.98 0.96 3.48 3.48 1.91 
1974 0.94 0.96 3.83 3.83 2.24 
OPERATING AND PERFORMANCE RATIOS 
EFFNCY PROFIT PFBLTY BOOK 
YEAR RATIO MARGIN RATIO RTA VALUE 
1965 0.74 0.19 0.14 0.14 9.06 
1966 0.74 0.19 0.14 0.14 9.87 
1967 0.71 0 . 1 5 0.11 0.11 10.28 
1968 0.70 0.13 0.09 0.09 10.97 
1 969 0.67 0.12 0.08 0.08 11.13 
1970 0.76 0.11 0.08 0.08 11.90 
1971 0.83 0.12 0.10 0.09 12.11 
1972 0.73 0.10 0.07 0.07 12.17 
1973 0.78 0.09 0.07 0.07 12.56 
1974 0.87 0.1 1 0.09 0.09 13.15 
RETURN ON COMMON EQUITY— 
LEVERAGE RECEIVED FROM 
RETURN FINAN 
YEAR BEF TAX S-T DEBT LEASES L-T DEBT OTHR LIA PFD STK 
1965 0.24 0.04 0.00 0.05 0.01 -0.00 
1966 0.25 0.05 0.00 0.05 0.01 -0.00 
1967 0.17 0.04 0.00 0.03 0.01 -0.01 
1968 0.14 0.04 0.00 0.01 0.01 -0.02 
1969 0.11 0.03 0.00 0.01 0.01 -0.02 
1970 0.11 0.03 0.00 0.01 0.01 -0.02 
1971 0.13 0.02 0.00 0.02 0.01 -0.02 
1972 0.09 0.02 0.00 0.01 0.01 -0.02 
1973 0.09 0.02 0.00 0.00 0.01 -0.02 
1974 0.12 0.03 0.00 0.00 0.02 -0.02 
* * * * * * * * * * * * * * * * * * * * * * 
THE LONG-TERM LIQUIDITY TREND RATIO AS OF THE END OF 1974 IS 
0.11594195 




COMPANY B - COMMENTS 
Short-term Debt Paying A b i l i t y 
- Current a s s e t l e v e l s c o n s i s t e n t w i t h p r i o r years, but 
not p a r t i c u l a r l y s t r o n g . 
- Receivables and i n v e n t o r y l i q u i d i t y has improved s l i g h t l y 
i n 1974 
Long-term Debt and P r e f e r r e d D i v i d e n d Paying A b i l i t y 
- Uncomfortably low r a t i o s . Although comparable t o imme­
d i a t e l y p r i o r y e a r s , h i s t o r i c a l t r e n d i s not good. 
Operating Trends 
- S t a b l e , w i t h some improvement i n 1974. inc r e a s e i n 
s a l e s helped p r o f i t margin. 
- improvement i n r e t u r n t o common s t o c k h o l d e r s . 
- P o s i t i v e leverage from l i a b i l i t y sources o f c a p i t a l , but 
earnings are not adequate t o support c o s t o f p r e f e r r e d 
stock. 
L i q u i d i t y Trend R a t i o s 
- Some i n d i c a t i o n o f l i q u i d i t y problems. Although earnings 
have been maintained, the t r e n d has not been sharp enough 
t o support the s u b s t a n t i a l d i v i d e n d payout and the heavy 
c a p i t a l expenditure. For example, i n 1974, net earnings 
p l u s d e p r e c i a t i o n ($8,658 + $8,183) exceeds dividends p l u s 
c a p i t a l expenditures ($2,029 + $3,038 + 9,553) by o n l y 
$2,221; and i n 1972, the l a t t e r exceeded the former by 
$4,437. 
- The short-term t r e n d shows a h i g h p r o b a b i l i t y o f i l l i -
























































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































N A M E O F C O M P A N Y AND F I S C A L Y E A R 
? C O M P A N Y - C , 1 9 7 4 
N A M E O F DATA F I L E C O N T A I N I N G I N P U T DATA 
? C M P N Y C . B A S 
H O N M A N Y Y E A R S DATA A R E I N C L U D E D ( M A X I M U M 20) 
? 1 0 
V I S U A L D I S P L A Y FORM D E S I R E D - Y OR N 
? N 
I S S H O R T - T E R M L I Q U I D I T Y TREND R A T I O D E S I R E D - Y OR N 
E N T E R T O T A L MARKET V A L U E OF E Q U I T Y 
? 1 0 0 
V A L U A T I O N R A T I O S 
CURRENT Q U I C K C A S H 
Y E A R R A T I O R A T I O R A T I O 
1 9 6 5 2 . 8 2 1 . 9 1 0 . 7 7 
1 9 6 6 2 . 9 4 1.88 0.77 
1 9 6 7 3. 23 1 . 6 0 0 . 6 3 
1 9 6 8 3 . 3 1 1 . 6 2 
1 9 6 9 2 . 1 4 1 . 1 9 0 . 4 5 
1 9 7 0 2 . 1 0 1 . 3 2 0 . 6 0 
1 9 7 1 2 . 3 0 1 . 4 3 0 . 6 2 
1 9 7 2 2 . 6 0 1 . 3 7 0.52 
1 9 7 3 2.32 1.27 0 . 4 7 
1 9 7 4 2 . 4 4 1 . 2 6 
- - S H O R T - T E R M L I Q U I D I T Y R A T I O S 
A C T S R E C D A Y S TO I N V T R Y D A Y S TO D A Y S TO 
Y E A R TURNOVER C O L L E C T TURNOVER S E L L INV CONVERT 
1 9 6 6 5 . 8 2 6 1 . 8 4 4 . 5 9 7 8 . 4 3 1 4 0 . 2 6 
1 9 6 7 5 . 1 7 6 9 . 6 9 2 . 9 1 1 2 3 . 7 5 1 9 3 . 4 4 
1 9 6 8 5 . 2 4 6 8 . 7 0 1 5 1 . 1 2 2 1 9 . 8 2 
1 9 6 9 6 . 0 4 5 9 . 6 3 3 . 3 8 1 0 6 . 5 0 1 6 6 . 1 3 
1 9 7 0 5 . 6 0 6 4 . 2 6 3 . 3 4 1 0 7 . 7 2 1 7 1 . 9 8 
1 9 7 1 4 . 2 8 8 4 . 2 0 2 . 6 9 1 3 3 . 8 9 2 1 8 . 0 9 
1 9 7 2 3 . 4 4 1 0 4 . 6 6 1 . 8 4 1 9 5 . 1 4 2 9 9 . 7 9 
1 9 7 3 4 . 3 4 8 3 . 0 3 2 . 5 8 1 3 9 . 2 8 2 2 2 . 3 0 
1 9 7 4 4 . 9 6 7 2 . 6 0 2 . 5 1 1 4 3 . 7 0 2 1 6 . 3 0 
NOTE THAT T H E S E RATIOS ARE NOT AVAILABLE FOR 1965 
B E C A U S E B E G I N N I N G Y E A R B A L A N C E S A R E NOT INCLUDED IN INPUT 
25 
1 2 3 1 9 6 5 1 2 3 1 9 6 6 1 2 3 1 9 6 7 1 2 3 1 9 6 3 1 2 3 
1 9 6 9 1 2 3 1 9 7 0 1 2 3 1 9 7 1 1 2 3 1 9 7 2 1 2 3 1 9 7 3 1 2 
3 1 9 7 4 
I S CURRENT Y E A R S ' S I N P U T FOR F U L L Y E A R - Y OR N 
LONG-TERM LIQUIDITY RATIOS----
YEAR 
1965 0.13 1.00 
1966 0.14 1.00 
1967 0.12 1.00 
1968 0.10 1.00 
1969 0.20 1.00 
1970 0.25 1.00 
1971 0.42 1.00 
1972 0.37 1.00 
1973 0.39 1.00 
1974 0.44 1.00 
TIMES 
INTEREST 
E A R N E D 
0.00 0.00 0.00 
0.00 0.00 0.00 
0.00 0.00 0.00 
0.00 0.00 0.00 
0.00 0.00 0.00 
0.00 0.00 0.00 
8.50 8.50 8.50 
4.69 4.69 4.69 
-0.63 - 0 . 6 3 -0.63 
4.15 4.15 4.15 
OPERATING AND PERFORMANCE RATIOS---
EFFNCY PROFIT PFBLTY 
RATIO MARGIN RATIO RTA 
BOOK 
V A L U E 
RETURN ON COMMON EQUITY 
LEVERAGE RECEIVED FROM 
RETURN FINAN 
YEAR BEF TAX S-T DEBT LEASES L-T DEBT OTHR L I A PFD STK 
1965 
1966 
0.13 0.01 0.00 0.00 0.00 0.00 
0.13 0.02 0.00 0.00 0.00 0.00 
1967 0.07 0.01 0.00 0.00 0.00 0.00 
1968 0.03 0.00 0.00 0.00 0.00 0.00 
1969 0.03 0.01 0.00 0.00 0.00 0.00 
1970 0.14 0.03 0.00 0.00 0.00 0.00 
1971 0.11 0.02 0.00 0.00 0.00 0.00 
1972 0.05 0.01 0.00 -0.01 0.00 0.00 
1973 -0.02 -0.00 0.00 -0.02 0.00 0.00 
1974 0.06 0.01 0.00 -0.01 0.00 0.00 
THE LONG-TERM LIQUIDITY TREND RATIO AS OF THE END OF 1974 IS 1.0 
THIS IS BECAUSE THE OVERALL CHANGE IN LIQUIDITY OF THE COMPANY 
IS NEGATIVE FOR THE 10 YEARS CONSIDERED 

















1965 0.77 0.14 0.11 0.11 36.72 
1986 0.78 0.15 0.11 0.12 38.48 
1967 0.64 0.11 0.07 0.06 39.08 
1968 0.56 0.05 0.03 0.02 39.24 
1969 0.67 0.04 0.03 0.03 39.52 
1970 0.77 0.14 0.11 0.11 41.64 
1971 0.58 0.15 0.09 0.09 43.32 
1972 0.47 0.11 0.05 0.05 43.68 
1973 0.54 -0.01 -0.01 -0.01 42.36 
1974 0.58 0.09 0.05 0.05 42.88 
COMPANY C - COMMENTS 
Short-term Debt Paying A b i l i t y 
- There are adequate c u r r e n t a s s e t s on an h i s t o r i c a l basis, 
although the v a l u a t i o n r a t i o s are not p a r t i c u l a r l y strong. 
- L i q u i d i t y r a t i o s are f a i r l y s t a b l e . However, turnover i s 
very low. (This c o u l d be nature o f the i n d u s t r y . ) This 
c e r t a i n l y m i t i g a t e s any comfort g i v e n by the c u r r e n t ratio. 
Long-term Debt Paying A b i l i t y 
- There was a recovery from 1973 when the company had a l o s s . 
However, margin o f earnings f o r i n t e r e s t payment i s not 
imp r e s s i v e . 
Operating Trends 
- Again, there i s a recovery from 1973, but not to a good 
p o s i t i o n i n 1974. Note t h a t r e t u r n on t o t a l a s s e t s i s 
l e s s than prime i n t e r e s t r a t e , as i s r e t u r n on common 
e q u i t y . 
- Earnings are not s u f f i c i e n t t o g a i n p o s i t i v e leverage on 
long-term debt. 
L i q u i d i t y Trends 
- Based on h i s t o r i c a l t r e n d s , t h i s company i s i n t r o u b l e . 
Although book value has i n c r e a s e d over the ten-year p e r i o d , 
l i q u i d a t i v e v a l u e , due t o f i x e d a s s e t s , has gone down. 
Therefore the long-term l i q u i d i t y r a t i o i s 1. 
- Looking toward the f u t u r e , the company w i l l e i t h e r have t o : 
1. Increase earnings performance s i g n i f i c a n t l y , 
2. Change d i v i d e n d p o l i c y , o r 
3. Reduce new c a p i t a l expenditures 
to generate enough cash t o meet long-term debt requirements 
and to r e p l a c e e x i s t i n g f i x e d a s s e t s i n order to ma i n t a i n 
c o n t i n u i n g o p e r a t i o n s . 
- In the short-term, bankruptcy seems u n l i k e l y . 
- It i s i n t e r e s t i n g to speculate why Company C's stock p r i c e 















































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































N A M E O F C O M P A N Y A N D F I S C A L YEAR 
? C O M P A N V - D , 1 9 7 4 
N A M E O F D A T A F I L E C O N T A I N I N G I N P U T D A T A 
? C M P N Y D . B A S 
HOW M A N Y Y E A R S D A T A A R E I N C L U D E D ( M A X I M U M 2 0 ) 
? 10 
1 2 3 1 9 6 5 1 2 3 1 9 6 6 1 2 3 1 9 6 7 1 2 3 1 9 6 8 1 2 3 
1 9 6 9 1 2 3 1 9 7 0 1 2 3 1 9 7 1 1 2 3 1 9 7 2 1 2 3 1 9 7 3 1 2 
3 1 9 7 4 
I S C U R R E N T Y E A R S ' S I N P U T F O R F U L L Y E A R - Y OR N 
? Y 
V I S U A L D I S P L A Y F O R M D E S I R E D - Y OR N 
? N 
I S S H O R T - T E R M L I Q U I D I T Y T R E N D R A T I O D E S I R E D - Y OR N 
? Y 
E N T E R T O T A L M A R K E T V A L U E O F E Q U I T Y 
? 1 0 0 0 0 
V A L U A T I O N R A T I O S 
Y E A R 
C U R R E N T 
R A T I O 
Q U I C K 
R A T I O 
C A S H 
R A T I O 
1 9 6 5 4 . 2 5 1 . 5 0 0 . 5 0 
1 9 6 6 3 . 9 8 1 . 3 1 0 . 3 3 
1 9 6 7 3 . 8 2 1 . 2 9 0 . 2 5 
1 9 6 8 5 . 5 2 2 . 1 4 0 . 5 5 
1 9 6 9 4 . 3 0 1 . 7 8 0 . 4 5 
1 9 7 0 4 . 8 6 1 . 9 7 0 . 2 8 
1 9 7 1 5 . 2 2 2 . 2 5 0 . 3 1 
1 9 7 2 5 . 5 5 2 . 2 6 0 . 3 5 
1 9 7 3 7 . 2 6 3 . 3 5 0 . 8 5 
1 9 7 4 5 . 3 4 2 . 0 3 0 . 1 3 
S H O R T - T E R M L I Q U I D I T Y R A T I O S 
Y E A R 
A C T S R E C 
T U R N O V E R 
D A Y S T O 
C O L L E C T 
I N V T R Y 
T U R N O V E R 
D A Y S T O 
S E L L INV 
D A Y S T O 
C O N V E R T 
7 . 5 0 4 8 . 0 0 2 . 6 6 1 3 5 . 4 3 1 8 3 . 4 3 
8 . 2 8 4 3 . 5 0 3 . 1 9 1 1 2 . 8 4 1 5 6 . 3 4 
7 . 8 9 4 5 . 6 4 3.53 1 0 2 . 0 5 1 4 7 . 6 9 
7 . 4 7 4 8 . 1 9 3 . 8 0 9 4 . 7 0 1 4 2 . 8 9 
6 . 0 0 6 0 . 0 0 3 . 4 1 1 0 5 . 6 8 1 6 5 . 6 8 
5 . 1 2 7 0 . 3 1 3 . 1 8 1 1 3 . 2 5 1 8 3 . 5 6 
5 . 0 7 7 0 . 9 4 3 . 0 7 1 1 7 . 2 9 1 8 8 . 2 4 
5 . 0 5 7 1 . 2 3 2.97 1 2 1 . 4 1 1 9 2 . 6 4 
4 . 0 4 8 9 . 0 4 2.27 1 5 8 . 3 8 2 4 7 . 4 2 
1 9 6 6 
1 9 6 7 
1 9 6 8 
1 9 6 9 
1 9 7 0 
1 9 7 1 
1 9 7 2 
1 9 7 3 
1 9 7 4 
N O T E T H A T T H E S E R A T I O S A R E N O T A V A I L A B L E F O R 1 9 6 5 



















1965 0.63 1.00 -0.43 -0.43 -0.43 
1966 0.61 1.00 0 . 3 7 0 . 3 7 0 . 3 7 
1967 0.58 1.00 1.18 1.18 1.18 
1968 0.46 1.00 1 .61 1.61 1.61 
1969 0.45 1.00 1.48 1.48 1.48 
1970 0.39 1.00 0.43 0.43 0.43 
1971 0.35 1.00 2.07 2.07 2.07 
1972 0.42 1.00 2.90 1.56 1.56 
1973 0.46 1.00 6.36 1.72 1.72 
1974 0.44 1.00 -10.43 0.15 0.15 










0.41 -0.02 -0.01 -0.01 0.95 
1966 0.60 0.01 0.01 0.01 0.93 
1967 0.81 0.03 0.02 0.02 0.94 
1968 0.96 0.03 0.03 0.03 1.00 
1969 1.06 0.02 0.02 0.02 1.01 
1970 1.08 0.01 0.01 0.01 1.00 
1971 1.16 0.02 0.02 0.02 1.02 
1972 1.16 0.02 0.02 0.03 1.03 
1973 1.13 0.03 0.03 0.04 1.06 
1974 0.95 -0.03 -0.02 -0.01 1.03 




BEF TAX S-T DEBT 
FINAN 
LEASES L-T DEBT OTHR LIA PFD STK 
1965 -0.05 -0.00 0.00 -0.04 0.00 0.00 
1966 -0.02 0.00 0.00 -0.03 0.00 0.00 
1967 0.01 0.0.0 0.00 -0.02 0.00 0.00 
1968 0.02 0.00 0.00 -0.02 0.00 0.00 
1969 0.01 0.00 0.00 -0.01 0.00 0.00 
1970 -0.01 0.00 0.00 -0.02 0.00 0.00 
1971 0.01 0.00 0.00 -0.01 0.00 0.00 
1972 0.02 0.00 -0.01 -0.01 0.00 0.00 
1973 0.04 0.01 -0.01 -0.00 0.00 0.00 
1974 -0.04 -0.00 -0.02 -0.00 0.00 0.00 
THE LONG-TERM LIQUIDITY TREND RATIO AS OF THE END OF 1974 IS 
0.00000020 
THE SHORT-TERM LIQUIDITY TREND RATIO AS OF THE END OF 1974 IS 
3.11949123 
30 
COMPANY D - COMMENTS 
Short-term Debt Paying A b i l i t y 
- Current asset l e v e l s have dropped but appear adequate. 
- Turnover i s very low, and the h i s t o r i c a l downward t r e n d 
appears extremely unhealthy. 
Long-term Debt Paying A b i l i t y 
- The company had a l o s s i n 1974 which r e s u l t e d i n unfavor­
able l i q u i d i t y . Even i n p r i o r y e a r s , however, margin o f 
earnings f o r i n t e r e s t and lease payments has been minimal. 
Operating Trends 
- Again, the l o s s i n 1974 produced a negative t r e n d , but i t 
should be noted t h a t r e t u r n on t o t a l a s s e t s has been con­
s t a n t l y low over the l a s t 10 ye a r s , even though p r o f i t s 
have been made. 
- Earnings are not s u f f i c i e n t to g a i n p o s i t i v e leverage from 
long-term debt, and t h i s i s r e i n f o r c e d by the i n c l u s i o n o f 
n o n c a p i t a l i z e d f i n a n c i n g l e a s e s , s i n c e the balance sheet 
p o s i t i o n was l o o k i n g h e a l t h y . 
L i q u i d i t y Trends 
- The l i q u i d i t y t r e n d r a t i o s are b e t t e r than might have been 
expected from l o o k i n g at the other r a t i o s . The l i q u i d i t y 
t r e n d r a t i o s are i n f l u e n c e d by the r e l a t i v e l y s m a l l amount 
o f t o t a l a s s e t s compared t o s a l e s or r e t a i n e d earnings, and 
the f a c t t h a t no di v i d e n d s have been p a i d over the 10-year 
p e r i o d . 
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USE OF COMPUTER TIME-SHARING PROGRAM FINALY 
Since a l l of the f i n a n c i a l r a t i o s d i s c u s s e d i n v o l v e computations 
of v a r y i n g complexity u s i n g f i n a n c i a l statement data, and s i n c e the 
r a t i o s are most meaningful when shown i n t r e n d format, t h e i r use 
i s g r e a t l y f a c i l i t a t e d by computer t i m e - s h a r i n g . The Firm has 
developed the program FINALY f o r t h i s purpose. The program i s 
w r i t t e n i n BASIC and i s s t o r e d on our l i b r a r y w i t h Tymshare, I n c . 
The program computes the r a t i o s f o r up t o twenty years data maintained 
on a paper or magnetic tape o f f - l i n e between yea r s . A worksheet i s 
used t o a s s i s t i n i n p u t t i n g data. Blank pads o f the worksheet are 
a v a i l a b l e from E.Q. Purchasing i n New York. 
Output i s i n two formats: numerical t r e n d format and v i s u a l d i s ­
p l a y (bar chart) format. The l a t t e r c o s t s approximately 4 times 
the former, although cost i s sm a l l i n e i t h e r event. 
Use o f FINALY should proceed as f o l l o w s : 
1. Prepare i n p u t worksheet f o r c u r r e n t p e r i o d from 
c l i e n t ' s f i n a n c i a l statements. 
2. Obtain c l i e n t f i l e from p r i o r years and l o a d 
and save. 
3. Update the f i l e w i t h the c u r r e n t p e r i o d ' s amounts 
from the in p u t sheet. 
4. Process FINALY. 
5. Produce new tape and d e l e t e f i l e . 
Each o f these steps i s di s c u s s e d i n d e t a i l and i l l u s t r a t e d i n the 
f o l l o w i n g s e c t i o n s . 
P r e p a r a t i o n o f Input Worksheet 
The input worksheet c o n t a i n s 32 items of data. Items 1 through 14 
correspond t o the balance sheet and must balance out (FINALY w i l l 
e d i t f o r t h i s ) . L i n e s 15 through 21 correspond to the income s t a t e ­
ment before e x t r a o r d i n a r y items. ( F i n a n c i a l r a t i o s are intended t o 
be most u s e f u l as p r e d i c t i v e d e v i c e s , and hence should r e f l e c t 
r e g u l a r trends.) Items 22 through 25 are obtained from other s t a t e ­
ments, and c o n s i s t o f common di v i d e n d s , p r e f e r r e d d i v i d e n d s , c a p i t a l 
expenditures net o f proceeds from d i s p o s a l s , and common shares 
o u t s t a n d i n g . Items 26 through 32 are obtained from footnotes and 
ot h e r d i s c l o s u r e s , and are excess o f market value over c o s t o f 
marketable s e c u r i t i e s , amount of i n t a n g i b l e s i n c l u d e d i n nonoperat­
in g a s s e t s o r elsewhere,present value o f n o n c a p i t a l i z e d f i n a n c i n g 
l e a s e s , l e a s e payments f o r the year, i n t e r e s t p o r t i o n o f leas e 
payments not c l a s s i f i e d as i n t e r e s t , i n t e r e s t a t t r i b u t a b l e to 
debt i n c u r r e n t l i a b i l i t i e s , and c u r r e n t year. 
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In p r e p a r i n g the i n p u t worksheet, two conventions must be observed: 
1. There must be a value f o r every item. Since a l l companies 
do not use the same c h a r t of accounts, combinations and 
r e c l a s s i f i c a t i o n s may be necessary t o best f i t the i t e m 
d e s c r i p t i o n s . Where no corresponding item i s p r e s e n t , a 
zero must be entered. 
2. Any d e s i r e d s c a l e of value may be used, as long as a l l 
numbers use the same s c a l e . For example, numbers may be 
entered as exact numbers (e.g., 1000000), to the nearest 
thousand (e.g., 1000), to the nearest m i l l i o n w i t h a 
decimal s e t t i n g (e.g., 1.0), e t c . Since l i n e l e n g t h i s 
l i m i t e d , a s c a l e should be used t h a t permits a l l items f o r 
a l i n e ( i . e . , 1 through 14, 15 through 25, and 26 through 
32) t o be entered on t h a t l i n e . Note t h a t a l l numbers are 
entered i n t o t i m e - s h a r i n g programs wi t h o u t commas. Commas 
are only used t o separate the i n d i v i d u a l data items. 
The i n p u t worksheet a l s o provides f o r c o n t r o l i n f o r m a t i o n and 
comments on the sources and nature of Items 1 through 32. The 
c o n t r o l data are: 
1. Name of the data f i l e which w i l l c o n t a i n the i n p u t t e d 
i n f o r m a t i o n . This i s s e l e c t e d by the user a t h i s d i s c r e ­
t i o n . I t may be any name from 1 t o 6 c h a r a c t e r s . Once a 
f i l e i s s t a r t e d , t h i s name w i l l stay w i t h i t from year t o 
year. 
2. L i n e numbers used f o r t h i s data. The data, as e x p l a i n e d 
below, w i l l be entered on the f i l e u s i n g three or more l i n e 
numbers. These must be recorded here. 
3. Number of years now i n the data f i l e ( a f t e r e n t r y of 
c u r r e n t y e a r ) . This i s r e q u i r e d i n p u t when running FINALY; 
i t cannot exceed 20. 
F o l l o w i n g i s the worksheet f o r Company A f o r 1974 which i l l u s t r a t e s 
the above. 
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WORKSHEET FOR INPUT TO FINALY 
NAME OF DATA FILE (6 CHARACTERS): C M P N Y A 
LINE NUMBERS USED FOR THIS DATA: 7 4 1 , 742 , 7 4 3 
NUMBER OF YEARS NOW ON DATA FILE: 
INPUT ITEM AMOUNT REMARKS 
FIRST LINE INPUT-FROM BALANCE SHEET: Millions 
1. Cash 1.96 
2. Marketable s e c u r i t i e s 0 .00 
3. Accounts re c e i v a b l e - g r o s s 2.00 
4. Allowance f o r do u b t f u l accounts .20 
5. Inventory 3.00 
6. Other current assets .20 
7. Property, p l a n t and equipment-net 4.90 
8. Other noncurrent operating assets 0.00 
9. Noncurrent nonoperating assets 0.00 
11.86 
10. Current l i a b i l i t i e s 2.01 
11. Long-term debt .80 
12. Long-term deferred taxes and other noncurrent 0.00 
l i a b i l i t i e s , i n c l u d i n g m i n o r i t y i n t e r e s t 
13. Preferred stock 1.00 
14. Common equity 8.05 
11.84 
SECOND LINE INPUT-FROM OTHER STATEMENTS: 
15. Net sales 2 4 . 0 0 
16. Cost of goods sold 17.74 
17. Depreciation expense .34 
18. Operating income 1.67 
19. I n t e r e s t expense .05 
20. Taxes on income before extraordinary items .81 21. Net income before extraordinary i t e m s - a f t e r tax .81 
22. Common dividends .10 
23. Pr e f e r r e d dividends .05 
24. C a p i t a l expenditures-net of proceeds from 1.07 
d i s p o s a l s 
25. Common shares outstanding a t end of year 1.20 
THIRD LINE INPUT-ADDITIONAL INFORMATION: 
26. Market value excess-marketable s e c u r i t i e s 
27. Amount of i n t a n g i b l e s included i n nonoperating 
assets 
28. Present value of n o n c a p i t a l i z e d f i n a n c i n g leases 
29. Lease payments f o r year 
30. I n t e r e s t p o r t i o n of lease payments not c l a s s i f i e d 
as i n t e r e s t expense 
31. I n t e r e s t a t t r i b u t a b l e to debt i n current 
l i a b i l i t i e s 







Inc. before tax 1.62 
Interest .05 
1.67 
Data F i l e C r e a t i o n - I n i t i a l FINALY Run 
I f the FINALY program i s t o be run f o r the f i r s t time f o r a c l i e n t , 
a f i l e c o n t a i n i n g previous years' data must be se t up. This data 
should be c o l l e c t e d on input sheets f o r as many p r i o r years as i s 
p r a c t i c a b l e ( s i x i s d e s i r a b l e , as t h i s a l l o w s computation of the 
long-term l i q u i d i t y t r e n d r a t i o ) , and the f i l e c r e a t e d e i t h e r by 
keyboard i n p u t , or o f f - l i n e u s i n g paper o r magnetic tape. 
Use the f o l l o w i n g procedures: 
1. Data format - Enter data i n ascending sequence o f y e a r s , 
p r e f e r a b l y u s i n g the f o l l o w i n g conventions: 
a. Enter a l i n e number corresponding t o the l a s t two 
d i g i t s of the f i r s t year and a 1. For example, f o r 
19 65, the l i n e number would be 651. 
b. Follow t h i s w i t h a space and i n p u t items 1 through 
14, each separated by a comma o r a space. Do not 
p l a c e a comma a f t e r the l a s t item (item 14) but 
f o l l o w w i t h a c a r r i a g e r e t u r n . 
c. Enter a l i n e number corresponding t o the l a s t two 
d i g i t s of the f i r s t year and a 2. For example, 
f o r 1965, the l i n e number would be 652. 
d. Follow t h i s w i t h a space and i n p u t items 15 through 
25, each separated by a comma or a space. Do not 
p l a c e a comma a f t e r i t e m 25; type c a r r i a g e r e t u r n . 
e. Enter a l i n e number corresponding t o the l a s t two 
d i g i t s o f the f i r s t year and a 3. For example, f o r 
1965, the l i n e number would be 653. 
f. Follow t h i s w i t h a space and input items 26 through 
32, each spearated by a comma o r a space. Do not 
p l a c e a comma a f t e r item 32; type c a r r i a g e r e t u r n . 
Repeat f o r s u c c e s s i v e y e a r s , u s i n g 3 l i n e numbers f o r each 
year of which the f i r s t two d i g i t s correspond t o the l a s t 
two d i g i t s of the year. For example, f o r 1975, use l i n e 
numbers 751, 752, 753. 
Note 1 - The above l i n e number conventions are not mandatory. 
I f d e s i r a b l e , more than 3 l i n e numbers per year's data may 
be used, but data items must be i n the same order as shown 
on the in p u t form. 
2. Keyboard i n p u t - Set up a f i l e under Tymshare's BASIC 
o p e r a t i n g system as i n s t r u c t e d i n Appendix A. The f i l e may 
have any unique name of up t o s i x c h a r a c t e r s f o l l o w e d by 
the e x t e n s i o n .BAS. Input the data as above and save the f i l e . 
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3. Tape in p u t - Set up a f i l e o f f - l i n e , u s i n g e i t h e r paper 
or magnetic tape, as i n s t r u c t e d i n Appendix A, and key 
i n the data i n the format d e s c r i b e d above. P r i o r to 
running the program FINALY, l o g onto Tymshare and read 
the tape onto a f i l e u s i n g the R TAPE r o u t i n e (see Appendix A ) . 
The f i l e may be g i v e n any unique name of up to s i x charac­
t e r s f o l l o w e d by the e x t e n s i o n .BAS. 
Note 2 - E r r o r c o r r e c t i o n procedures f o r tape and keyboard 
are d e s c r i b e d i n T e c h n i c a l Appendix A. 
The f o l l o w i n g p r i n t o u t i l l u s t r a t e s the commands f o r l o a d i n g a tape 
f i l e , and the l i s t i n g of the f i l e i l l u s t r a t e s the data format. 
Data F i l e Update - Succeeding FINALY Runs 
Once the f i n a n c i a l a n a l y s i s technique has been s t a r t e d on an 
engagement, users i n succeeding years w i l l begin w i t h a paper o r 
magnetic tape c o n t a i n i n g p r i o r years' data. This should be 
loaded u s i n g the R TAPE r o u t i n e (see Appendix A ) , and then 
updated f o r the c u r r e n t year as f o l l o w s : 
1. Load the tape f i l e u s i n g R TAPE, g i v i n g i t any unique 
filename of up to s i x c h a r a c t e r s f o l l o w e d by the 
extension .BAS (Note 2 ) . When tape i s read type QUIT. 
2. Enter XBASIC mode by i n p u t t i n g XBA . 
3. Respond to NEW o r OLD w i t h OLD filename .BAS where filename 
i s the name g i v e n i n step 1. 
4. Type i n data f o r c u r r e n t year, u s i n g the a p p r o p r i a t e 3 l i n e 
numbers, as d e s c r i b e d above f o r new data f i l e s . 
5. F o l l o w i n p u t s w i t h the command REPLACE. 
6. A f t e r READY message, f i l e i s ready for. FINALY run (Note 3 ) . 
Note 3 - I f when l o a d i n g the tape, the message OLD FILE 
appears a f t e r the filename i n p u t , t h i s means t h a t a f i l e 
o f the g i v e n name a l r e a d y e x i s t s under Tymshare. The 
user should determine whether h i s f i l e from l a s t year was 
erroneously saved on Tymshare, o r whether someone has 
s i n c e used the same filename. In the l a t t e r case, choose 
a new filename and s t a r t over. 
Note 4 - Where the 21st year's data i s b e i n g added, the 
e a r l i e s t year's data must be d e l e t e d s i n c e 20 years i s the 
maximum. Delete the a p p r o p r i a t e data l i n e s w i t h the command 
DEL XX1, XX2, XX3 f o l l o w e d by a c a r r i a g e r e t u r n and then 
respond to READY w i t h REPLACE. 
The f o l l o w i n g example shows how the data f i l e f o r Company A, loaded 
from a tape f i l e , was updated f o r 1974. The data corresponds to the 
input worksheet shown p r e v i o u s l y . 
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- R T A P E 
Y O U R J O B I D I S 6 
1 : R E A D 
T O F I L E : C M P N Y A . B A S 
N E W F I L E 
T U R N O N R E A D E R 
1 1 6 0 C H A R A C T E R S O N F I L E 
2 : Q U I T 
- X B A 
N E W O R O L D - - O L D C M P N Y A . B A S 
R E A D Y 
L I S T 
C M P N Y A 1 1 : 2 9 2 3 - O C T - 7 5 
6 5 1 . 6 , 0 ,. 8 5 , . 0 5 , . 8 , . 0 5 , 2 . 3 6 , 0 , 0 ,.5, 1 . 4 1 , 0 , 0 ,2.7 
6 5 2 1 0 , 8 , . 0 8 , 1 . 0 9 , . 0 9 , . 5 , . 5 , . 0 2 , 0 , . 2 , 1 
6 5 3 0 , 0 , 0 , 0 , 0 , 0 , 1 9 6 5 
6 6 1 . 5 2 , 0 , . 8 5 , . 0 5 , . 8 ,.04 , 2 . 2 6 , 0 , 0 , . 5 5 , 1 . 0 6 , 0 , 0 , 2 . 8 1 
6 6 2 11 , 8 . 2 , . 1 , . 3 2 , . 0 6 , . 1 3 , . 1 3 , . 0 2 , 0 , . 2 , 1 
6 6 3 0 , 0 , 0 , 0 , 0 , 0 , 1 9 6 6 
6 7 1 . 2 6 , 0 , . 9 , . 0 5 , . 9 4 , . 0 6 , 3 . 9 7 , 0 , 0 , 1 . 2 8 , . 5 3 , 0 ,1 , 3 . 2 7 
6 7 2 1 1 . 5 , 8 . 8 , . 1 9 , 1 . 2 6 , . 0 5 , . 6 1 , . 6 1 , . 1 , . 0 5 , . 9 , 1 
6 7 3 0 , 0 , 0 , 0 , 0 , . 0 2 , 1 9 6 7 
6 8 1 . 7 8 , 0 , 1 . 0 6 , . 0 6 , 1 . 3 4 , . 0 6 , 4 . 1 3 , 0 , 0 , 1 . 9 6 , 0 , 0 , 1 , 4 . 3 5 
6 8 2 1 3 . 8 , 9 . 2 , . 2 4 , 2 . 6 9 , . 0 3 , 1 . 3 3 , 1 . 3 3 , . 2 , . 0 5 , . 3 9 , 1 . 0 5 
6 8 3 0 , 0 , 0 , 0 , 0 , . 0 3 , 1 9 6 8 
6 9 1 1 . 4 5 , 0 , 1 . 0 6 , . 0 6 , 1 . 4 , . 0 8 , 4 . 0 2 , 0 , 0 ,1 . 8 1 , 0 , 0 ,1 , 5 . 1 4 
6 9 2 1 3 . 4 , 9 , . 2 6 , 2 . 0 8 , 0 , 1 . 0 4 , 1 . 0 4 , . 2 , . 0 5 , . 1 5 , 1 . 0 5 
6 9 3 0 , 0 ,0 , 0 , 0 , 0 , 1 9 6 9 
7 0 1 1 . 3 4 , 0 , 1 . 2 5 , . 1 , 1 . 9 , . 1 2 , 3 . 8 4 , 0 , 0 , 1 . 4 8 , 0 , 0 ,1 , 5 . 8 7 
7 0 2 1 7 . 3 , 1 2 . 6 , . 2 4 , 1 . 9 6 , 0 , . 9 8 , . 9 8 , . 2 , . 0 5 , . 0 6 , 1 . 1 
7 0 3 0 , 0 , 0 , 0 , 0 , 0 , 1 9 7 0 
7 1 1 1 . 3 8 , 0 , 1 . 7 , . 2 , 2 . 8 5 , . 1 1 , 3 . 7 6 , 0 , 0 , 2 . 0 4 , 0 , 0 , 1 , 6 . 5 6 
7 1 2 1 8 , 1 3 . 3 2 , . 2 2 , 1 . 7 8 , 0 , . 8 9 , . 8 9 , . 1 5 , . 0 5 , . 1 4 , 1 . 1 
7 1 3 0 , 0 , . 5 , . 0 9 , . 0 4 , 0 , 1 9 7 1 
7 2 1 1 . 5 1 , 0 , 1 . 5 2 , . 1 2 , 2 . 8 , . 2 , 3 . 8 , 0 , 0 , 1 . 2 , . 6 , 0 , 1 , 6 . 9 1 
7 2 2 1 7 . 5 , 1 3 . 0 9 , . 2 3 , 1 . 0 4 , . 0 4 , . 5 , . 5 , . 1 , . 0 5 , . 2 7 , 1 . 1 5 
7 2 3 0 , 0 , . 5 5 , . 1 2 , . 0 5 , . 0 1 , 1 9 7 2 
7 3 1 2 . 2 , 0 , 1 . 7 5 , . 1 5 , 2 . 5 5 , . 1 8 , 4 . 1 7 , 0 , 0 , 1 . 5 1 , . 8 , 0 , 1 , 7 . 3 9 
732 2 0 , 1 4 . 5 2 , . 2 7 , 1 . 3 1 , . 0 5 , . 6 3 , . 6 3 , . 1 , . 0 5 , . 7 4 , 1 . 2 
7 3 3 0 , 0 , . 4 8 , . 1 1 , . 0 4 , . 0 1 , 1 9 7 3 
R E A D Y 
7 4 1 1 . 9 6 , 0 , 2 , . 2 , 3 , . 2 , 4 . 9 , 0 , 0 , 2 . 0 1 , . 8 , 0 , 1 , 8 . 0 5 
7 4 2 2 4 , 1 7 . 7 4 , . 3 4 , 1 . 6 7 , . 0 5 , . 8 1 , . 8 1 , . 1 , . 0 5 , 1 . 0 7 , 1 . 2 
7 4 3 0 , 0 , . 4 1 , . 1 , . 0 3 , . 0 1 , 1 9 7 4 
R E P 
R E A D Y 
Q U I T 
E X I T 
- R U N ( T R C 9 0 0 ) F I N A L Y 
N A M E O F C O M P A N Y A N D F I S C A L YEAR 
? C O M P A N Y - A , 1 9 7 4 
N A M E O F D A T A F I L E C O N T A I N I N G I N P U T D A T A 
? C M P N Y A . B A S 
3 8 
Process FINALY 
Once the data f i l e has been loaded and updated, FINALY i s run as 
f o l l o w s : 
1. In XEXEC (as opposed t o XBASIC mode) respond t o the 
i n t e r r o g a t o r y "-" w i t h RUN (TRC900)FINALY. 
2. The program w i l l commence w i t h three q u e s t i o n s you must 
answer: 
a. Name of company and f i s c a l year 
b. Name of data f i l e c o n t a i n i n g i n p u t data 
c. How many years data are i n c l u d e d (maximum 20). 
Response t o b. should be the filename given t o the data 
f i l e i n c l u d i n g the ext e n s i o n ( u s u a l l y .BAS). 
3. The program w i l l then read the data f i l e named. I t w i l l 
read the data f o r each year entered i n four s e t s ; 
assets (inputs 1-9), l i a b i l i t i e s (inputs 10-14), non-
balance sheet data (inputs 15-25), a d d i t i o n a l data 
(inputs 26-32). For each set of data, read a number w i l l 
be p r i n t e d . These numbers w i l l be 1, 2, 3, r e s p e c t i v e l y , 
and then the year (input 32) w i l l be p r i n t e d f o l l o w i n g 
the f o u r t h s e t . 
I f any date i s unreadable, the program w i l l terminate 
immediately. The numbers p r i n t e d up t o t h a t p o i n t should 
a s s i s t i n l o c a t i n g the e r r o r . ( E r r o r messages which may 
occur are program system messages and do not r e f e r to 
the data f i l e d i r e c t l y . ) 
A f t e r r eading the f i r s t two sets of data f o r a year, i . e . , 
assets and l i a b i l i t i e s and e q u i t y , the program checks t h a t 
the balance sheet e n t r i e s balance. I f they do not, the 
f o l l o w i n g message i s p r i n t e d : 
BALANCE SHEET ENTRIES FOR (year) DO NOT BALANCE 
ASSETS TOTAL xxxxxx; LIABILITIES AND EQUITY TOTAL xxxxxx 
DO YOU WANT INPUT VALUES - Y OR N? 
A "Y" answer i s an a l t e r n a t i v e t o c a l l i n g the data f i l e and 
l i s t i n g i t out. 
DO YOU WISH TO PROCEED - Y OR N? 
I f the d i f f e r e n c e s d i s c l o s e d are minor, you may wish t o 
respond "Y" and use the a n a l y s i s produced anyway. I f the 
d i f f e r e n c e s are s i g n i f i c a n t , you would normally h a l t the 
program, c o r r e c t the data f i l e , and then reprocess FINALY. 
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4. A f t e r the e d i t i s complete, the program w i l l ask thr e e 
more q u e s t i o n s : 
d. I s c u r r e n t year's i n p u t f o r f u l l year - Y o r N. 
e. V i s u a l d i s p l a y form d e s i r e d - Y o r N. 
f. I s short-term l i q u i d i t y t r e n d r a t i o d e s i r e d - Y o r N. 
I f the c u r r e n t year's i n p u t i s f o r an i n t e r i m p e r i o d o n l y , 
q u e s t i o n d. should be answered "N" and the program w i l l 
respond w i t h the f o l l o w i n g request: 
ENTER PORTION OF YEAR REPRESENTED AS A DECIMAL 
The a p p r o p r i a t e decimal should be entered. (For example, 
i f the p e r i o d under review i s s i x months, 0.5 might be 
entered, although i f the p e r i o d i n f a c t represented, say, 
75% of annual income, due t o a seasonal b i a s , i t would be 
p r e f e r a b l e t o e n t e r 0.75.) 
Where an i n t e r i m p e r i o d i s t o be entered, q u e s t i o n c. should 
be answered as i f c u r r e n t year were a f u l l y e a r , and the 
i n t e r i m data should be s e t up on the data f i l e i n the normal 
manner. At the year-end, these data l i n e s must be r e p l a c e d 
w i t h the f u l l year's data. 
I f the short-term l i q u i d i t y t r e n d r a t i o i s d e s i r e d , q u e s t i o n 
f. should be answered "Y" and w i l l be f o l l o w e d by the 
request: 
ENTER TOTAL MARKET VALUE OF EQUITY 
This i s the combined market value o f a l l shares of stock 
p r e f e r r e d and common, as of the a u d i t date. Since stock 
p r i c e data i s not a r e g u l a r i n p u t i t e m , market value of 
eq u i t y must be computed o f f - l i n e and entered as one f i g u r e , 
i n a format c o n s i s t e n t w i t h a l l o t h e r i n p u t s , at t h i s time. 
I f market value data i s not a v a i l a b l e or cannot be estimated, 
an "N" ent r y w i l l a l l o w the program t o proceed. 
The v i s u a l d i s p l a y format i s i l l u s t r a t e d i n the Output 
s e c t i o n . 
5. The program w i l l now compute and p r i n t the r a t i o s d e s c r i b e d 
i n the previous s e c t i o n B a s i c F i n a n c i a l R a t i o s . At the end 
of t h i s output, a f u r t h e r q u e s t i o n i s asked p r i o r t o program 
t e r m i n a t i o n . 
g. Do you want D & B r a t i o s f o r c u r r e n t year - Y or N? 
This q u e s t i o n r e f e r s t o the r a t i o s used by Dun & B r a d s t r e e t 
f o r t h e i r i n d u s t r y comparisons (see s e c t i o n Industry Compara-
sons). I f answered "Y" these r a t i o s w i l l be l i s t e d f o r the 
cu r r e n t year. I f the c u r r e n t year i s an i n t e r i m p e r i o d , the 
r a t i o s w i l l be annua l i z e d . 
I f these r a t i o s are not r e q u i r e d , an "N" w i l l cause the pro­
gram to terminate. 
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Output 
F o l l o w i n g i s the p r i n t o u t f o r FINALY p r o c e s s i n g of A Company, f o r 
1965 through 1974 p l u s an i n t e r i m p e r i o d of s i x months i n t o 1975, i n 
v i s u a l d i s p l a y format. 
The formulae used f o r the r a t i o s are shown i n Appendix B. 
Where an i n t e r i m p e r i o d i s being processed (question d. answered 
"N"), the program w i l l p r i n t the f o l l o w i n g message before p r i n t i n g 
r a t i o s : 
NOTE — CURRENT YEAR IS AN INTERIM PERIOD ONLY 
RATIOS ANNUALIZED USING DECIMAL FRACTION OF YEAR ENTERED. 
A c c o r d i n g l y , the f o l l o w i n g r a t i o s f o r the c u r r e n t year have 
been annualized -
Short-term l i q u i d i t y r a t i o s 
E f f i c i e n c y r a t i o , P r o f i t a b i l i t y 
r a t i o , RTA 
Return (before taxes) on common 
eq u i t y 
Leverage r e c e i v e d from debt 
Leverage r e c e i v e d from pre­
f e r r e d stock 
- numerator annualized 
- i n t e r e s t a n nualized 
- p r e f e r r e d dividends 
a n n u a l i z e d 
Long-term l i q u i d i t y t r e n d r a t i o 
Short-term l i q u i d i t y t r e n d r a t i o 
e a r n i n g s , d i v i d e n d s , 
c a p i t a l expenditure 
and d e p r e c i a t i o n 
a n n u a l i z e d 
earnings and s a l e s 
a n n u a l i z e d 
In order t o use the i n t e r i m year o p t i o n , n o n - c a p i t a l i z e d f i n a n c i n g 
l e a s e data (where a p p l i c a b l e ) should be approximated u s i n g informa­
t i o n from the previous year's f o o t n o t e , i f not otherwise a v a i l a b l e . 
The Dun and B r a d s t r e e t r a t i o s were requested a t the end of the 
program. These were c a l c u l a t e d f o r 1975 o n l y , and the r a t i o s were 
annualized u s i n g the decimal p o r t i o n of year entered. 
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-XBA 
HEW OR OLD--OLD CMPNYA.BAS 
READY 
751 2.01 ,0 ,2.01 ,.2,2.95,.19,4.81 ,0 ,0 ,1.97 ,.8 ,0 ,1 ,8 
752 12.5,9,.17,.93,.02,.44,.44,.05,.025,.5,1.2 





-RUN (TRC900 )FINALY 
NAME OF COMPANY AND FISCAL YEAR 
? C0MPANY-A,1975 
NAME OF DATA FILE CONTAINING INPUT DATA 
? CMPNYA.BAS 
HOW MANY YEARS DATA ARE INCLUDED (MAXIMUM 20) 
? 11 
1 2 3 1965 1 2 3 1966 1 2 3 1967 1 2 3 1968 1 2 3 
1969 1 2 3 1970 1 2 3 1971 1 2 3 1972 1 2 3 1973 1 
3 1974 1 2 3 1975 
IS CURRENT YEARS'S INPUT FOR FULL YEAR-Y OR N 
? N 
ENTER PORTION OF YEAR REPRESENTED AS DECIMAL 
? .5 
VISUAL DISPLAY FORM DESIRED-Y OR N 
? Y 
IS SHORT-TERM LIQUIDITY TREND RATIO DESIRED-Y OR N 
? Y 
ENTER TOTAL MARKET VALUE OF EQUITY 
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? 8 . 9 
NOTE--CURRENT YEAR IS AN INTERIM PERIOD ONLY 
RATIOS ANNUALIZED USING DECIMAL FRACTION OF VEAR ENTERED 
VALUATION RATIOS: 
- C U R R E N T R A T I O -
YEAR VALUE VISUAL DISPLAY 
-QUICK RATIO 






































*SHORT TERM LIQUIDITY RATIOS* 
-ACTS REC TURNOVER-
VISUAL DISPLAY 
- D A Y S TO COLLECT-
VISUAL DISPLAY 
INVTRY TURNOVER-
V I S U A L D I S P L A Y 



























































NOTE THAT SHORT TERM LIQ RATIOS ARE NOT AVAILABLE FOR 1965 
BECAUSE BEGINNING YR BALANCES ARE NOT INCLUDED IN INPUT 
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LONG-TERM LIQUIDITY RATIOS* 
------ DEBT TO EQUITY 
YEAR VALUE VISUAL DISPLAY 
1965 0.707 **************************************** 
1966 0.573 ******************************** 
1967 0.424 *********************** 
1968 0.366 ******************** 
1969 0.295 **************** 
1970 0.215 ************ 
1971 0.336 ****************** 
1972 0.297 **************** 
1973 0.333 ****************** 
1974 0.356 ********************* 
1975 0.352 ******************* 
TANGIBLE NET ASSETS TO EQUITY--
YEAR VALUE VISUAL DISPLAY 
1965 1.00 **************************************** 
1966 1.00 **************************************** 
1967 1.00 **************************************** 
1968 1.00 **************************************** 
1969 1.00 **************************************** 
1970 1.00 **************************************** 
1971 1.00 **************************************** 
1972 1.00 **************************************** 
1973 1.00 **************************************** 
1974 1.00 **************************************** 
1975 1.00 **************************************** 
_ TIMES INTEREST EARNED 
YEAR VALUE VISUAL DISPLAY 




INTEREST AND LEASE PAVMENTS EARNED----
VISUAL DISPLAY 
1965 12.11 ***** 1966 5.33 ** 1967 25.20 *********** 1968 89.67 **************************************** 1969 0.000 * 1970 0.000 * 
1971 20.78 ********* 1972 7.25 *** 1973 8.88 *** 1974 11.80 ***** 1975 14.00 ****** 
TIMES INTEREST,LEASE PAYMENTS AND PFD DIVS EARNED 
YEAR VALUE VISUAL DISPLAY 
1965 12.11 *********************** 
1966 5.33 ********** 1967 8.40 **************** 
1968 20.69 *************************************** 1969 20.80 **************************************** 1970 19.60 ************************************* 
1971 9.84 ****************** 
1972 4.46 ******** 1973 5.46 ********** 1974 7.08 ************* 
1 975 8.17 *************** 
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OPERATING AND PERFORMANCE RATIOS 
********************************** 
EFFICIENCY RATIO 
YEAR VALUE VISUAL DISPLAY 
1965 2.17 ********************************** 1966 2.49 **************************************** 1967 1.89 ****************************** 1968 1.89 ****************************** 1969 1.69 *************************** 1970 2.07 ********************************* 1971 1.78 **************************** 1972 1.71 *************************** 1973 1.79 **************************** 1974 1.96 ******************************* 1975 2.05 ********************************* 
PROFIT MARGIN-
YEAR VALUE VISUAL DISPLAY 
1965 0.109 ********************** 1966 0.029 ***** 1967 0.110 ********************** 1968 0.195 **************************************** 1969 0.155 ******************************* 1970 0.113 *********************** 1971 0.099 ******************** 1972 0.059 ************ 1973 0.066 ************* 1974 0.070 ************** 1975 0.074 *************** 
YEAR VALUE VISUAL DISPLAY 
1965 0.236 ************************* 1966 0.072 ******* 1967 0.207 ********************** 1968 0.368 **************************************** 1969 0.262 **************************** 1970 0.235 ************************* 1971 0.176 ******************* 1972 0.101 *********** 1973 0.117 ************ 1974 0.136 ************** 1975 0.153 **************** 
YEAR VALUE VISUAL DISPLAY 
1965 0.236 ************************* 
1966 0.072 ******* 
1967 0.209 ********************** 
1968 0.368 **************************************** 
1969 0.262 **************************** 
1970 0.235 ************************* 
1971 0.180 ******************* 
1972 0.106 *********** 1973 0.121 ************* 1974 0.139 *************** 
1975 0.151 **************** 
BOOK VALUE-
YEAR VALUE VISUAL DISPLAY 
1 965 2.70 **************** 1966 2.81 **************** 1967 3.27 ******************* 1968 4.14 ************************ 1969 4.90 ***************************** 1970 5.34 ******************************* 1971 5.96 *********************************** 1972 6.01 *********************************** 1973 6.16 ************************************ 1974 6.71 **************************************** 1975 6.67 *************************************** 
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- P F B L T Y R A T I O -
-RTA-
RETURN ON COMMON EQUITY 
R E T U R N B E F T A X -
YEAR VALUE VISUAL DISPLAY 
1965 0.370 ************************* 
1966 0.093 ****** 1967 0.343 *********************** 1968 0.589 **************************************** 1969 0.385 ************************** 1970 0.317 ********************* 1971 0.256 ***************** 1972 0.130 ******** 1973 0.157 ********** 1974 0.189 ************ 1975 0.208 ************** 
S H O R T T E R M D E B T -
YEAR VALUE VISUAL DISPLAY 
1965 0.044 *********** -
1966 0.014 *** 1967 0.076 ******************* 1968 0.159 **************************************** 1969 0.092 *********************** 1970 0.059 ************** 1971 0.056 ************** 1972 0.017 **** 1973 0.023 ***** 1974 0.033 ******** 1975 0.037 ********* 
L O N G T E R M D E B T 
YEAR VALUE VISUAL DISPLAY 
1965 0.090 **************************************** 
1966 0.006 ** 1967 0.025 ********** 1968 0.000 * 1969 0.000 * 1970 0.000 * 1971 0.000 * 1972 0.005 ** 1973 0.008 *** 1974 0.009 *** 1975 0.010 **** 
F I N A N C I N G L E A S E S 
YEAR VALUE VISUAL DISPLAY 
1965 0.000 * 
1966 0.000 * 
1967 0.000 * 
1968 0.000 * 
1969 0.000 + 
1970 0.000 + 

















VISUAL DISPLAY YEAR VALUE 
1965 0.000 
1966 0.000 
1967 0 . 0 3 3 
1968 0 . 0 6 2 
1969 0.031 
1970 0 . 0 2 3 
1971 0.012 
1972 0.001 
1973 0 . 0 0 3 
1974 0.005 
1975 0.006 
THE LONG-TERM LIQUIDITY TREND RATIO AS OF THE END OF 1975 IS 
0.00000000 
THE SHORT-TERM LIQUIDITY TREND RATIO AS OF THE END OF 1975 IS 
5.76506856 
DO YOU WANT D & B RATIOS FOR CURRENT YEAR-Y OR N 
V 
D & B RATIOS ANNUALIZED FOR 1975 ARE : 
CA/CD 3 . 5 3 





CP 2 9 . 35 
NS/I 8 . 4 7 
FA/TNW 0.58 
CD/TMW 0 . 2 2 
TD/TNW 0.31 
I/NWC 0 . 5 9 
CD/I 0 . 6 7 
FD/NWC 0 . 1 6 
PROGRAM COMPLETE 
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Produce New Tape and Delete F i l e 
Once FINALY has been processed t o the user's s a t i s f a c t i o n , the 
data f i l e i s copied onto a tape and then d e l e t e d from Tymshare 
storage. This i s done u s i n g the R TAPE f u n c t i o n t o create a data 
f i l e tape (see Appendix A, s a v i n g f i l e s ) , and then d e l e t i n g the 
f i l e on Tymshare w i t h the command - DELETE filename .BAS. This saves 
computer storage charges, which can become s i g n i f i c a n t . (Where no 
tape f a c i l i t i e s are a v a i l a b l e , the user may wish t o copy the f i l e 
t o the Touche Ross tape a t Tymshare u s i n g the R BATCH r o u t i n e - see 
Appendix A.) 
I f your o f f i c e f i n d s storage charges appearing on i t s monthly time­
s h a r i n g b i l l s , i t may be because t h i s procedure has not been 
f o l l o w e d . A l i s t of a l l s t o r e d f i l e s can be obtained f o r follow-up 
i n t h i s connection. A f t e r l o g g i n g i n , respond t o "-" w i t h DIRECTORY 
and the names of a l l the f i l e s i n your d i r e c t o r y together w i t h some 
a d d i t i o n a l i n f o r m a t i o n w i l l be l i s t e d . 
The tapes produced must be saved i n a p r o t e c t e d manner from year t o 
year. Paper tapes can be r o l l e d and h e l d w i t h a rubber band, or 
saved i n c o n t a i n e r s . They must not get f o l d e d o r t o r n . A l l tapes 
should be c l e a r l y l a b e l l e d , and o f f i c e s should develop a system f o r 
saving tapes which w i l l serve both convenience and p r o t e c t i o n . 
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APPENDIX A 
TECHNICAL CONSIDERATIONS IN USING TIMESHARING 
The Touche Ross FINALY program i s st o r e d on TYMSHARE Inc.'s computer 
system 31. I t i s w r i t t e n i n BASIC, and st o r e d i n compiled format i n 
the N a t i o n a l Accounting and A u d i t i n g program l i b r a r y - user name 
TRC900. 
The f o l l o w i n g procedures are de s c r i b e d i n t h i s appendix: 
1. Log-in to TYMSHARE 
2. C r e a t i o n of data f i l e s 
3. Update or c o r r e c t i o n of data f i l e s 
4. Operation of program FINALY 
5. Storage of data f i l e s 
In d e s c r i b i n g user inputs at the t e r m i n a l , the f o l l o w i n g conventions 
are observed: 
TYMSHARE messages are i n upper case 
User responses are u n d e r l i n e d and i n upper case, except where 
the response i s o p t i o n a l , when i t w i l l be i n d i c a t e d i n lower 
case, followed by a d e s c r i p t i o n of the a v a i l a b l e responses 
A c a r r i a g e r e t u r n (depress s p e c i a l c a r r i a g e r e t u r n key) i s 
i n d i c a t e d by " ( c r ) " 
A c o n t r o l c h a r a c t e r , t h a t i s , a character which i s typed 
while the c o n t r o l ("CTL") key i s depressed, i s i n d i c a t e d by 
s u p e r s c r i p t "c" a f t e r the c h a r a c t e r . E.g. A c denotes 
c o n t r o l - A . 
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1. Log-in to TYMSHARE 
(i ) Check th a t a l l c o n t r o l s on the t e r m i n a l are s e t c o r r e c t l y . 
In p a r t i c u l a r check t h a t : 
. t e r m i n a l and computer are set to f u l l - d u p l e x ) except * 
. t e r m i n a l i s i n o n - l i n e mode, not l o c a l ) 
. t e r m i n a l speed i s set to 30 c h a r a c t e r s per second 
. automatic l i n e feed s w i t c h i s o f f 
* I f a data f i l e i s being c r e a t e d o f f - l i n e , s e t t e r m i n a l to 
h a l f - d u p l e x , l o c a l mode. 
( i i ) D i a l the l o c a l TYMSHARE connect number; l i s t e n f o r a 
hi g h - p i t c h e d computer tone, and then pla c e the telephone 
r e c e i v e r i n the a c c o u s t i c a l c o u p l e r ; (or, i f t e r m i n a l i s 
"hard wired" to the telephone l i n e , observe the e q u i v a l e n t 
procedures). 
( i i i ) Respond to the subsequent TYMSHARE requests as f o l l o w s -
1 PLEASE TYPE YOUR TERMINAL IDENTIFIER A 
2 PLEASE LOG IN: TRCxxx:31 (cr) 
3 PASSWORD: password (cr) 
4 PROJ CODE: p r o j e c t code (cr) 
5 TYMSHARE time date 
6 -
1 "A" i d e n t i f i e s the DEC w r i t e r t e r m i n a l 
2 Each Touche Ross o f f i c e has a username TRCxxx where xxx 
i s a 3 - d i g i t number 
3 Each username has an a s s o c i a t e d password. The password 
w i l l not p r i n t at the t e r m i n a l as i t i s typed. 
4 Any code may be typed s u b j e c t t o any r u l e s s e t by the 
i n d i v i d u a l o f f i c e 
5 TYMSHARE system 31 g i v e s P a c i f i c time and date 
6 This i s the TYMSHARE prompt ch a r a c t e r ("-"), i n d i c a t i n g 
that the XEXEC system i s . ready to accept a command. 
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2. C r e a t i o n of data f i l e s 
Data f i l e s may be crea t e d i n the f o l l o w i n g ways: 
(i) o n - l i n e , at the t e r m i n a l , using EDITOR 
( i i ) o n - l i n e , at the t e r m i n a l , using XBASIC 
( i i i ) o f f - l i n e , using magnetic tape or c a s s e t t e 
(i ) Where a data f i l e i s to be created o n - l i n e , i t should be 
created using the EDITOR. This i s a cheaper and more 
f l e x i b l e method than c r e a t i n g a data f i l e under XBASIC. 
Proceed as f o l l o w s -
a) S e l e c t a filename. 
The filename may have up to 6 c h a r a c t e r s , e x c l u d i n g 
commas, periods or blanks, p l u s an exte n s i o n of 3 
c h a r a c t e r s . The ex t e n s i o n i s separated from the name 
by a p e r i o d . The filename should not alr e a d y e x i s t 
under the o f f i c e ' s username. (To determine which 
filenames e x i s t under the username c u r r e n t l y logged-in 
t o , respond to the XEXEC system's "-" w i t h FILES ( c r ) . 
A l l filenames i n use w i l l be l i s t e d ) . The exte n s i o n 
".BAS" i s recommended. E.g. ANN.BAS, TOUCHE.BAS are 
v a l i d filenames. 
b) Enter EDITOR by responding EDI (cr) to the XEXEC "-". 
An a s t e r i s k w i l l be p r i n t e d : "*" i s the EDITOR prompt 
c h a r a c t e r , i n d i c a t i n g that EDITOR i s ready to accept a 
command. 
c) Key i n f i l e data 
1 * APPEND (cr) 
2 l i n e no. data e n t r y , data e n t r y , . . . , data e n t r y (cr) 
e t c . 
l i n e no. data e n t r y , . . . , data e n t r y (cr) 
3 D c 
4 * WRITE filename (cr) 
5 NEW FILE _ (cr) 
6 nnn CHARS 
7 * 
1. The command APPEND warns EDITOR that data i s to 
f o l l o w . 
2. Type i n the data l i n e s , each l i n e commencing with a 
l i n e number between 1 and 99999 ( l i n e numbers should 
be i n ascending sequence), f o l l o w e d by a space, and 
then the data e n t r i e s separated by commas, 
completing each l i n e w ith a c a r r i a g e r e t u r n . 
3. Control-D i n d i c a t e s end of data i n p u t . 
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4. The command WRITE f o l l o w e d by a filename i n s t r u c t s 
EDITOR to w r i t e the preceding data to a f i l e w i t h 
the given name. The filename should i n c l u d e i t s 
e x t e n s i o n . 
5. Before w r i t i n g to a f i l e , EDITOR checks whether the 
f i l e a l r e a d y e x i s t s or not, and r e p o r t s OLD FILE or 
NEW FILE r e s p e c t i v e l y . A c a r r i a g e r e t u r n response 
confirms the reported f i l e s t a t u s , and EDITOR w i l l 
then proceed to w r i t e to the f i l e named. 
A l t e r n a t i v e l y , an N (cr) response stops EDITOR from 
w r i t i n g to the f i l e . 
I f EDITOR i s allowed to w r i t e to an e x i s t i n g f i l e , 
i t w i l l o v e r w r i t e any data on the f i l e w i t h the data 
c u r r e n t l y held i n EDITOR. Therefore, i f the 
reported s t a t u s of a filename i s OLD FILE, but the 
user i s attempting to c r e a t e a new f i l e , an N (cr) 
response prevents EDITOR w r i t i n g to the f i l e named. 
The user can then choose a d i f f e r e n t filename and 
repeat the WRITE command. 
E.g. * WRITE BILL.BAS (cr) 
OLD FILE N (cr) 
* WRITE BOB.BAS (cr) 
NEW FILE _ (cr) 
60 CHARS * 
6. EDITOR r e p o r t s the number of c h a r a c t e r s w r i t t e n t o 
the f i l e . 
7. EDITOR prompts f o r a new command. At t h i s stage, 
the typed data i s s t i l l h eld i n EDITOR, as w e l l as 
being saved on the f i l e named. 
To leave EDITOR and r e t u r n to XEXEC, type Q ( c r ) . The 
data held i n EDITOR w i l l then be d e l e t e d . 
A l t e r n a t i v e l y , to add more data to the f i l e , repeat the 
above r o u t i n e . That i s : 
*APPEND (cr) 
1 l i n e no. data ... data (cr) 
e t c . 
D C 
2 * WRITE filename (cr) 
3 OLD FI L E _ ( c r ) 
nnn CHARS 
* 
1. The new data typed i n i s appended to the data 
c u r r e n t l y h eld i n EDITOR. 
2. The same filename i s entered as be f o r e . 
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3. EDITOR r e p o r t s OLD FILE s t a t u s s i n c e the f i l e was 
e s t a b l i s h e d and data w r i t t e n to i t by the previous 
WRITE command. A (cr) response confirms the s t a t u s , 
and EDITOR w i l l w r i t e i t s e n t i r e data content to the 
f i l e ; t h i s i n c l u d e s the data p r e v i o u s l y entered. 
( I . e . , the o l d f i l e data i s o v e r w r i t t e n w i t h the o l d 
plus new data.) 
Where a l o t of data i s being keyed i n , i t i s a d v i s a b l e 
to w r i t e the data to the f i l e every 5 or 10 minutes. 
This prevents the data from being l o s t i f the t e r m i n a l 
connection i s broken. ( U n t i l data i s w r i t t e n to a 
f i l e , i t e x i s t s o n l y i n EDITOR, and i s u s u a l l y d e l e t e d 
when the user leaves EDITOR.) 
To c o r r e c t typing e r r o r s or other input mistakes, see s e c t i o n 3 
- Update and c o r r e c t i o n of data f i l e s . 
( i i ) A f i l e can be set up by keyboard input under TYMSHARE's 
XBASIC system using the f o l l o w i n g procedures: 
a) S e l e c t a filename (see 2 ( i ) a ) 
b) Enter XBASIC 
- XBA (cr) 
1 NEW or OLD — NEW filename (cr) 
2 READY 
1. XBASIC prompts f o r a filename whenever i t i s 
entered. The response NEW filename i n d i c a t e s that 
data i s to be entered at the t e r m i n a l and should be 
w r i t t e n to a new f i l e of the given name. The 
response OLD filename would cause a l l data h e l d on 
the f i l e named to be moved i n t o XBASIC. 
2. XBASIC prompts f o r a new command; "READY" i s the 
XBASIC prompt. 
c) Type i n the f i l e data, each l i n e commencing w i t h a l i n e 
number between 1 and 99999 ( l i n e numbers should be i n 
ascending sequence), f o l l o w e d by a space , and then the 
data e n t r i e s separated by commas, completing each l i n e 
with a c a r r i a g e r e t u r n . 
d) A f t e r completing data i n p u t , type SAVE (cr) on a new 
l i n e . XBASIC w i l l respond READY, conf i r m i n g t h t the 
data has been saved on a magnetic f i l e and that i t i s 
ready f o r a new command. 
e) To leave XBASIC and r e t u r n to XEXEC, type QUIT ( c r ) . 
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( i i i ) To cr e a t e a tape or c a s s e t t e f i l e , s e t t e r m i n a l to 
ha l f - d u p l e x and l o c a l mode. Generate a l e a d e r on the tape 
by depressing the DELETE key appr o x i m a t e l y 5 times, then 
type the f i l e data on the keyboard, remembering to number 
each data l i n e , and to type both a c a r r i a g e r e t u r n and a 
l i n e feed at the end of each l i n e . A f t e r completing i n p u t , 
generate a t r a i l e r i n the same manner as the l e a d e r . 
To load tape or c a s s e t t e f i l e s onto the TYMSHARE system, and 
to unload f i l e s from TYMSHARE t o tape or c a s s e t t e , see 
s e c t i o n 5 - Storage of data f i l e s . 
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3. Update or c o r r e c t i o n of data f i l e s 
However c r e a t e d , once w r i t t e n to a f i l e on the TYMSHARE system, 
data may be c o r r e c t e d , updated or de l e t e d using EDITOR or under 
XBASIC. In a d d i t i o n , c e r t a i n c o r r e c t i o n procedures may be used 
during the f i l e c r e a t i o n process. 
The most u s e f u l c o r r e c t i o n f e a t u r e s are de s c r i b e d below: 
(i) In EDITOR, XBASIC OR XEXEC mode -
. When ty p i n g a l i n e , the immediately preceding c h a r a c t e r ( s ) 
can be c o r r e c t e d by t y p i n g c o n t r o l - A (AC) once f o r each 
cha r a c t e r i n e r r o r and then t y p i n g the c o r r e c t 
c h a r a c t e r ( s ) . 
. I f a l i n e of type c o n t a i n s s e v e r a l e r r o r s , to erase the 
whole l i n e type c o n t r o l - Q ( Q C ) . The l i n e i s d e l e t e d ; 
TYMSHARE responds with a l i n e feed, and the l i n e may be 
retyped. 
N e i t h e r A c nor Q c are e f f e c t i v e once a c a r r i a g e r e t u r n 
has completed input of a l i n e . 
( i i ) In EDITOR -
. To e d i t or update a f i l e i n EDITOR, the f i l e data must 
f i r s t be read i n t o EDITOR. Use the command READ. That i s , 
- EDI (cr) 
* READ filename (cr) 
nnn CHRS * 
. To update the f i l e read i n t o EDITOR w i t h a d d i t i o n a l data, 
use the APPEND command as de s c r i b e d i n s e c t i o n 2 -
C r e a t i o n of data f i l e s . 
EDITOR does not recognize the l i n e numbers entered by the 
user at the beginning of each data l i n e . I t refe r e n c e s 
l i n e s of data by t h e i r s e q u e n t i a l order w i t h i n the f i l e . 
I.e., 1, 2, 3... For example, to e d i t the f i r s t l i n e of a 
f i l e i n EDITOR, l i n e "1" must always be referenced, even 
though the data l i n e may c o n t a i n a l i n e number entry of 
100. These s e q u e n t i a l numbers used by EDITOR w i l l be 
r e f e r r e d to as "seq. no." i n the f o l l o w i n g i n s t r u c t i o n s , as 
opposed to the " l i n e no." entered by the user on each data 
l i n e . 
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To determine the seq. no. of a data l i n e i n EDITOR, count 
the l i n e s , or use one of the f o l l o w i n g commands: 
EDITOR w i l l respond with the seq. no. of 
the LAST l i n e i n the f i l e . 
aaaa r e p r e s e n t s a group of adjacent 
c h a r a c t e r s (any number of them from 1 to 
132) which are i n c l u d e d i n the data l i n e to 
be e d i t e d ; e.g. the l i n e no. c o u l d be 
entered, i n quotes. EDITOR w i l l respond 
w i t h the seq. no. of the f i r s t l i n e of data 
i n the f i l e c o n t a i n i n g t h a t group of 
c h a r a c t e r s . 
. To p r i n t out a data l i n e w i t h any seq. no. n, enter the 
command n/; to p r i n t out a group of data l i n e s , f o r 
example the 4th to the 14th, enter 4,14/. To p r i n t out 
the whole data f i l e , enter a s i n g l e s l a s h 
. To d e l e t e a data l i n e w i t h any seq. no. n, enter the 
command nDEL(cr). To d e l e t e a group of data l i n e s , f o r 
example the 4th to the 14th, enter the command 
4,14 DEL(cr). N o t i c e that a f t e r the d e l e t i o n of a l i n e or 
l i n e s , a l l data l i n e s f o l l o w i n g the d e l e t e d l i n e ( s ) w i l l 
have new ( l e s s e r ) seq. numbers. 
. To i n s e r t a data l i n e or l i n e s i n f r o n t of a l i n e w i t h 
seq. no. n, use the command nINS (cr) f o l l o w e d by the data 
and then Dc. 
I.e., * nINS (cr) 
type data l i n e ( s ) t o be i n s e r t e d (cr) 
D C 
N o t i c e that a f t e r i n s e r t i o n of a l i n e or l i n e s , a l l 
subsequent data l i n e s w i l l have new (greater) seq. numbers. 
. To e d i t a data l i n e w ith seq. no. n, use the command nE 
* nE (cr) 
data l i n e 
c o r r e c t e d l i n e (cr) 
EDITOR responds by p r i n t i n g the data l i n e ; the c o r r e c t e d 
l i n e should then be typed underneath, a s s i s t e d by use of 
the s p e c i a l c o n t r o l c h a r a c t e r s , i f d e s i r e d . 
C o n t r o l c h a r a c t e r s which may be used i n e d i t i n g i n c l u d e : 
D c copies the r e s t of the o l d l i n e to the new l i n e 
Z ca copies to the new l i n e the p o r t i o n of the o l d 
l i n e up to and i n c l u d i n g the c h a r a c t e r typed 
(a=any c h a r a c t e r ) 
Oca copies to the new l i n e the p o r t i o n of the o l d 
l i n e up to but not i n c l u d i n g the c h a r a c t e r typed 




C C copies the next c h a r a c t e r of the o l d l i n e to the 
new l i n e 
S c d e l e t e s the next c h a r a c t e r of the o l d l i n e 
X Ca d e l e t e s the p o r t i o n of the o l d l i n e up to and 
i n c l u d i n g the c h a r a c t e r typed (a=any cha r a c t e r ) 
P ca d e l e t e s the p o r t i o n of the o l d l i n e up to but 
not i n c l u d i n g the ch a r a c t e r typed (a=any 
character) 
Note Use of these c o n t r o l c h a r a c t e r s r e q u i r e s some 
p r a c t i c e . An inexperienced user may f i n d i t e a s i e r 
to type the whole of the c o r r e c t e d l i n e , f o l l o w e d by 
a c a r r i a g e r e t u r n , i g n o r i n g the use of c o n t r o l 
c h a r a c t e r s . 
To complete any c o r r e c t i o n or update procedure used i n 
EDITOR, the r e v i s e d data f i l e must be saved using the 
command WRITE. E i t h e r the o l d f i l e can be o v e r w r i t t e n , or 
a new filename can be used. 
For example, 
1 * READ BILL.BAS (cr) 
2 * 5E (cr) 
500 CONT, 10, 0, 1, 76, 12, 75 
500 CONT, 10, 0, 1, 76, 12, 76 (cr) 
3 * WRITE BILL.BAS (cr) 
OLD FILE (cr) 
4 nnn CHRS 
* Q 
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1. F i l e BILL.BAS read i n t o EDITOR. 
2. User c o r r e c t s 5th l i n e of data by r e t y p i n g . 
3. C o r r e c t e d f i l e w r i t t e n to BILL.BAS. 
4. Old f i l e data on BILL.BAS o v e r w r i t t e n . 
5. User back i n XEXEC. 
I f the user attempts to leave EDITOR without w r i t i n g to a 
f i l e , EDITOR w i l l respond w i t h the i n q u i r y FILE NOT 
WRITTEN - OK?. An N response leaves the user i n EDITOR; a 
c a r r i a g e r e t u r n r e t u r n s the user to XEXEC. 
( i i i ) In XBASIC 
. To e d i t or update a f i l e i n XBASIC, the f i l e data must 
f i r s t be read i n t o XBASIC. Use the f o l l o w i n g commands: 
-XBA (cr) 
NEW OR OLD — OLD filename (cr) 
READY 
"READY" i s the XBASIC prompt, i n d i c a t i n g that XBASIC i s 
ready to accept a command. 
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. To update the f i l e with a d d i t i o n a l data, type i n the new 
data l i n e s , each l i n e s t a r t i n g with a l i n e no. and ending 
with a c a r r i a g e r e t u r n , and then type the command 
REPLACE ( c r ) . The data f i l e w i l l be replaced w i t h the 
r e v i s e d data f i l e held i n XBASIC; i . e . , the o l d data w i l l 
be o v e r w r i t t e n with the new p l u s o l d data. I f more than 
one l i n e of data c o n t a i n s the same l i n e no., XBASIC w i l l 
w r i t e only the l a s t l i n e c o n t a i n i n g that l i n e no. to the 
f i l e : t h a t i s , f i l e s w r i t t e n by XBASIC c o n t a i n only data 
l i n e s with unique l i n e numbers. 
U n l i k e EDITOR, XBASIC r e f e r s to data l i n e s by the l i n e 
numbers entered as the f i r s t item on each l i n e ; i n f a c t , i n 
XBASIC mode, each data l i n e MUST commence wit h a unique 
number from 1 to 99999. When the commands SAVE or REPLACE 
are used, XBASIC s o r t s the l i n e s i n t o l i n e number order and 
then w r i t e s them to a f i l e . 
. To p r i n t a data l i n e w i t h l i n e no. xxx, enter the command 
LIST xxx ( c r ) . To p r i n t a group of data l i n e s , f o r 
example with l i n e numbers between 900 and 1350, enter the 
command LIST 900-1350 ( c r ) . To p r i n t out the whole data 
f i l e , enter the command LIST ( c r ) . 
. To d e l e t e a data l i n e w i t h l i n e no. xxx, enter the command 
DEL xxx ( c r ) . To d e l e t e a group of data l i n e s , f o r 
example those w i t h l i n e numbers between 900 and 1350, 
enter the command DEL 900-1350 ( c r ) . 
. To i n s e r t a data l i n e w i t h l i n e no. xxx, simply type the 
l i n e f o l l o w e d by a c a r r i a g e r e t u r n . 
. To change a data l i n e w i t h l i n e no. xxx, retype the whole 
l i n e s t a r t i n g w i t h the l i n e number. This e n t e r s the 
c o r r e c t e d l i n e i n t o XBASIC. 
. To complete any c o r r e c t i o n or update procedure used i n 
XBASIC, the r e v i s e d data f i l e must be saved using the 
command REPLACE. For example, 
1 NEW OR OLD — OLD BILL.BAS (cr) 
READY 









F i l e BILL.BAS read i n t o XBASIC. 
Line number 500 retyped c o r r e c t l y . 
Corrected f i l e w r i t t e n to BILL.BAS. 
User q u i t s XBASIC; r e t u r n s to XEXEC. 
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4. Operation of program FINALY 
(i) Before running FINALY, i t i s a d v i s a b l e to l i s t the 
data f i l e to be processed. In a d d i t i o n , i f the f i l e was 
crea t e d o f f - l i n e , or o n - l i n e using EDITOR, i t should f i r s t 
be r e w r i t t e n under XBASIC to ensure that every data l i n e has 
a unique l i n e number, and that the l i n e numbers are i n 
ascending order. 
To r e w r i t e the f i l e under XBASIC: 
-XBA (cr) 









- TYPE filename (cr) 
* READ filename (cr) 
* z 




Note Whenever used i n a command, the filename should 
i n c l u d e i t s e x t e n s i o n (.BAS). 
( i i ) To run FINALY, r e t u r n to XEXEC and enter the command 
RUN (TRC900) FINALY (cr) i n response to the prompt "-". 
( i i i ) To stop a FINALY run at any stage other than a n a t u r a l 
t e r m i n a t i o n p o i n t , press the escape key (ESC) twice i n quick 
s u c c e s s i o n . TYMSHARE w i l l r e t u r n to XEXEC almost 
immediately. 
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5. Storage of data f i l e s 
I t i s e s s e n t i a l t h a t f i l e s not i n constant use be d e l e t e d from 
computer storage; o t h e r w i s e , s i g n i f i c a n t storage charges can be 
i n c u r r e d . F i l e s w i t h the .TMP ex t e n s i o n are a u t o m a t i c a l l y 
d e l e t e d by the system. A l l other f i l e s must be d e l e t e d under 
XEXEC with the command: 
- DELETE filename ( i n c l u d i n g extension) (cr) 
I f f i l e s must be saved over time, the user has two a l t e r n a t i v e s : 
A. I f the t e r m i n a l has a c a s s e t t e or tape attachment, a 
magnetic c a s s e t t e or tape f i l e may be cr e a t e d at the 
t e r m i n a l using the R TAPE f u n c t i o n . 
B. The f i l e may be t r a n s f e r r e d to an inexpensive form of 
storage at TYMSHARE's computer c e n t e r . I n s t r u c t i o n s to 
the center are given using the R BATCH f u n c t i o n . 
To accomplish e i t h e r a l t e r n a t i v e , proceed as d e s c r i b e d below: 
A. ( i ) To cre a t e a c a s s e t t e or tape f i l e : 
- R TAPE (cr) 
YOUR JOB ID IS XX 
1 1: TITLE 'filename' (cr) 
2: PUNCH (cr) 
2 FROM FILE: filename (cr) 
3 TYPE CARRIAGE RETURN OR LINE FEED 
THEN TURN ON PUNCH 
3: QUIT (cr) 
1. The t i t l e s p e c i f i e d i s w r i t t e n at the beginning of the 
c a s s e t t e or tape f i l e . 
2. The filename s p e c i f i e d must i n c l u d e i t s e x t e n s i o n . 
3. Type a c a r r i a g e r e t u r n and turn on the c a s s e t t e or tape 
"punch." 
A f t e r w r i t i n g the f i l e t o c a s s e t t e or tape, i t should be 
deleted from the TYMSHARE d i r e c t o r y using the DELETE 
command. However, i f any doubts e x i s t as to the v a l i d i t y of 
the f i l e w r i t t e n , f i r s t t e s t the c a s s e t t e or tape by l o a d i n g 
i t to a d i f f e r e n t filename (see A ( i i ) ) and l i s t i n g a few 
l i n e s ; d e l e t e both copies of the f i l e from TYMSHARE i f the 
c a s s e t t e f i l e i s OK. 
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A. ( i i ) To load a c a s s e t t e or tape f i l e to TYMSHARE's computer 
system -
- R TAPE (cr) 
YOUR JOB ID IS XX 
1: READ (cr) 
1 TO FILE: filename (cr) 
2 NEWFILE (cr) 
3 TURN ON READER 
4 XXXX CHARACTERS ON FILE 
2: QUIT (cr) 
1. See 2 ( i ) a for filename s e l e c t i o n r u l e s . 
2. I f a f i l e a l r eady e x i s t s with the given filename, the 
message OLD FILE w i l l appear. An N (cr) response w i l l 
terminate the job immediately and a new filename may be 
s e l e c t e d . A c a r r i a g e r e t u r n response confirms the 
reported f i l e s t a t u s . 
3. Turn on the tape or c a s s e t t e reader. 
4. The number of c h a r a c t e r s w r i t t e n to the f i l e named i s 
reported at the end of the job. 
B. To t r a n s f e r the f i l e to an inexpensive form of storage at 
TYMSHARE, f i r s t rename the f i l e so as to replace the 
filename e x t e n s i o n (.BAS) with the 3 - d i g i t user number; 
i . e . , the number f o l l o w i n g TRC used to log i n -
- XBA (cr) 
NEW OR OLD — OLD filename.BAS (cr) 
READY 





- DELETE filename.BAS (cr) 
Then d e c l a r e the f i l e and the d i r e c t o r y so that the " p u b l i c " 
( i n t h i s case TYMSHARE) can access the f i l e to be copied. 
The command FDC set s the d i r e c t o r y c o n t r o l s ; DECLARE s e t s 
f i l e c o n t r o l s . 
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- FDC (cr) 
ALLOW ACCOUNT: 
SHARABLE? - (cr) 
PUBLIC: 
SHARABLE? Y (cr) 
NEW FILES? N (cr) 
LISTABLE? Y (cr) 
- DECLARE (cr) 
ALLOW PRIVATE: 
MODIFY? - (cr) 
ACCOUNT: 
MODIFY? = (cr) 
PUBLIC: 
MODIFY? N (cr) 
READ (RD) ? Y (cr) 
FI L E ( S ) : filename.XXX (cr) 
Then to s t o r e the f i l e (or to read back a f i l e p r e v i o u s l y 
s t o r e d ) , enter the f o l l o w i n g : 
- R BATCH (cr) 
: RUN (cr) 
HAVE YOU DECLARED YOUR DIRECTORY AND/OR FILE(S) 
APPROPRIATELY? YES (cr) 
COMPUTER NUMBER 








TOUCHE ROSS (cr) 
TRCXXX (cr) 
User code (cr) 
Phone number (cr) 
User name (cr) 
DESCRIPTION OF WORK 
The above i n f o r m a t i o n must be given whether s t o r i n g the f i l e or 
reading the f i l e back from tape st o r a g e . 
( i ) To s t o r e the f i l e , enter the f o l l o w i n g : 
PLEASE STORE THIS FILE ON MY TAPE: (cr) 
(extr a c a r r i a g e return) 
filename.XXX (cr) 
(ex t r a c a r r i a g e return) 
THE TRP IS C957 (cr) 
(ex t r a c a r r i a g e return) 
PLEASE SEND CONFIRMATION OF FILE STORAGE TO (cr) 
O f f i c e Time-sharing C o o r d i n a t o r , TOUCHE ROSS & CO., (cr) 
O f f i c e Address (cr) 
D c 
6 4 
The user r e t u r n s to XEXEC and TYMSHARE w i l l w r i t e the f i l e 
onto the Touche Ross magnetic tape under the filename g i v e n 
by the user. TYMSHARE w i l l not d e l e t e the f i l e from the 
user's d i r e c t o r y . The user should do t h i s the next day -
TYMSHARE needs 24 hours to c a r r y out R BATCH i n s t r u c t i o n s . 
The time-sharing c o o r d i n a t o r should r e c e i v e c o n f i r m a t i o n of 
the R BATCH f i l e storage performed and check t h a t the f i l e 
has been d e l e t e d from the o f f i c e ' s d i r e c t o r y . 
The d i r e c t o r y should be r e s t o r e d to i t s former s e c u r i t y 
l e v e l as f o l l o w s : 
-FDC (cr) 
ALLOW ACCOUNT: 
SHARABLE? - (cr) 
PUBLIC: 
SHARABLE? - (cr) 
( i i ) To read back a s t o r e d f i l e enter the f o l l o w i n g 
" d e s c r i p t i o n of work": 
PLEASE RESTORE THE FOLLOWING FILE(S) FROM MY TAPE: (cr) 
( e x t r a c a r r i a g e return) 
filename.XXX (cr) 
(extra c a r r i a g e return) 
THE TRP IS C957 (cr) 
( e x t r a c a r r i a g e return) 
D c 
The user r e t u r n s to XEXEC and may run a program or l o g ­
out as r e q u i r e d . However, the f i l e w i l l not be 
r e s t o r e d f o r up to 24 hours and thus r e s t o r a t i o n should 
be planned i n advance. The subsequent d e l e t i o n of the 
f i l e from the tape w i l l be d e a l t with c e n t r a l l y by 
E.O. The:user should r e s t o r e h i s d i r e c t o r y to i t s 




(* - R a t i o a n n u a l i z e d f o r c u r r e n t year i f p e r i o d l e s s than f u l l year.) 
CURRENT RATIO = Current Assets 
Current L i a b i l i t i e s 
QUICK RATIO = Cash + Marketable S e c u r i t i e s + Net Accounts Receivable 
Current L i a b i l i t i e s 
CASH RATIO = Cash + Marketable S e c u r i t i e s 
Current L i a b i l i t i e s 
* AVERAGE ACCOUNTS RECEIVABLE TURNOVER 
=Net Sale s  
(Beginning Gross Receivables + Ending Gross Receivables)/2 
* AVERAGE DAYS TO COLLECT 
= (Beginning Gross Receivables + Ending Gross Receivables)/2 
Net Sales/360 
* AVERAGE INVENTORY TURNOVER 
= Cost of Goods S o l d  
(Beginning Inventory + Ending Inventory)/2 
* AVERAGE DAYS TO SELL 
= (Beginning Inventory + Ending Inventory)/2 
Cost of Goods Sold/360 
* AVERAGE DAYS TO CONVERT INVENTORY TO CASH 
= Average Days to C o l l e c t + Average Days to S e l l 
DEBT TO EQUITY 
Current L i a b i l i t i e s + Long-Term L i a b i l i t i e s + Present Value of 
= N o n c a p i t a l i z e d F i n a n c i n g Leases  
S t o c k h o l d e r s ' E q u i t y 
TANGIBLE NET ASSETS TO EQUITY 
= Sto c k h o l d e r s ' E q u i t y - I n t a n g i b l e Assets 
S t o c k h o l d e r s ' E q u i t y 
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TIMES INTEREST EARNED = Operating Income 
I n t e r e s t 
TIMES INTEREST AND LEASE PAYMENTS EARNED 
= Operating Income + Lease Payments 
I n t e r e s t + Lease Payments 
TIMES INTEREST, LEASE PAYMENTS AND PREFERRED DIVIDENDS EARNED 
= Operating Income + Lease Payments  
I n t e r e s t + Lease Payments + P r e f e r r e d Dividends 
1 - Tax Rate 
= Net Sales  
* EFFICIENCY RATIO - Tangible Operating Assets + Present Value of 
N o n c a p i t a l i z e d F i n a n c i n g Leases 
PROFIT MARGIN RATIO = Operating Income 
Net Sales 
= Operating Income  
PROFITABILITY RATIO = Tangible Operating Assets + Present Value of 
N o n c a p i t a l i z e d F i n a n c i n g Leases 
* RETURN ON T O T A L ASSETS = Income Before I n t e r e s t and Taxes  
RETURN ON TOTAL Assets = T o t a l Assets + Present Value of N o n c a p i t a l i z e d 
F i n a n c i n g Leases 
* RETURN (BEFORE TAXES) ON COMMON EQUITY 
P r e f e r r e d Dividends 
Income Before Taxes - 1 - Tax Rate 
Common E q u i t y 
* LEVERAGE RECEIVED FROM SHORT-TERM DEBT 
(RTA x Current L i a b i l i t i e s ) - I n t e r e s t A t t r i b u t a b l e t o Current Debt 
=common E q u i t y 
* LEVERAGE RECEIVED FROM LONG-TERM DEBT 
= (RTA x Long-Term Debt) - I n t e r e s t A t t r i b u t a b l e t o Long-Term Debt 
= Common E q u i t y 
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* LEVERAGE RECEIVED FROM NONCAPITALIZED FINANCING LEASES 
(RTA x Present Value of N o n c a p i t a l i z e d F i n a n c i n g Leases) -
= I n t e r e s t P o r t i o n of Lease Payments  
Common E q u i t y 
* LEVERAGE RECEIVED FROM OTHER LIABILITIES 
= RTA x Other L i a b i l i t i e s 
Common E q u i t y 
* LEVERAGE RECEIVED FROM PREFERRED STOCK 
P r e f e r r e d Dividends 
= (RTA x P r e f e r r e d Stock) - 1 - Tax Rate -
Common E q u i t y 
BOOK VALUE OF COMMON STOCK = Common E q u i t y 
Common Shares 
SHORT-TERM LIQUIDITY TREND RATIO 
= .012x1 + .014x2 + .033x3 + .006x4 + .010X 5 
Where, 
X1 = Working c a p i t a l / T o t a l a s s e t s 
X 2 = Retained e a r n i n g s / T o t a l a s s e t s 
* X 3 = Earnings before i n t e r e s t and t a x e s / T o t a l assets 
X4 = Market v a l u e of equity/Book v a l u e of t o t a l debt 
* X 5 = S a l e s / T o t a l a s s e t s 
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LONG-TERM LIQUIDITY TREND RATIO =| 1-X 1+X 
v 
Where: 
X = M//S+M2 
Y = K//S+M2 
N 
S = Σ(L.-M)2/N-1 
1 
N 
M = Σ (L) /N l 1 
N = Number of years i n p u t 
K = AN + .7B N + .5C N - D N - E N 
And where f o r year i : 
L i = F i -.5(Gi - H i) - .3Pi - Ji 
P i = B i - B i - 1 
Ai = Cash + marketable s e c u r i t i e s 
= Other c u r r e n t a s s e t s 
Ci = Other a s s e t s 
Di = Current l i a b i l i t i e s 
Ei = Long-term debt 
* Fi = Earnings before s p e c i a l items 
* Gi = C a p i t a l expenditures 
* Hi = D e p r e c i a t i o n expense 
* Ji = P r e f e r r e d and common d i v i d e n d s 
However: 
I f Σ(Li) i s a negati v e v a l u e , u l t i m a t e l y the company 
would become i l l i q u i d , and the r a t i o i s t h e r e f o r e 1.0 
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